
Anzona Corporation Commission 



[mi Arizona Reporting Service, Inc. K i h  -v- 
E$%- 

A U 

Court Reporting & Videoconferencing Center 
t"ad,.nloltk Reod 

Aruona Court Reporters Association 

Marta T. Hetzer 
Administrator/Owner 

e-mail: azrs@az-reporting.com 
www.az-reporting.com 

Suite 502 
2200 North Central Avenue 

Phoenix, AZ 85004-1481 
MAIN (602) 274-9944 

FAX (602) 277-4264 

To: Docket Control 

Date: June 13,2012 

Re: Pima Utility Company - Rates 
W-02 199A- 1 1-0329, etc. 
Volumes I through 111, Concluded 
May 30 and 31,2012 and June 1,2012 

STATUS OF ORIGINAL EXHIBITS 

FILED WITH DOCKET CONTROL 

Pima Utility Co. (A Exhibits) 

A- 1 through A- 1 8 

RUCO (RUCO Exhibits) 

RUCO- 1 through RUCO-11, RUCO- 14 through RUCO- 16 

Staff (S Exhibits) 

S-1 through 11 

mailto:azrs@az-reporting.com
http://www.az-reporting.com


EXHIBITS RETURNED TO PARTIES 

RUCO (RUCO Exhibits) 

RUCO-12 and RUCO-13 Not Utilized 

copy to: 
Ms. Teena Jibilian, Administrative Law Judge 
Mr. Jay Shapiro, Pima Utility Co. 
Ms. Robin Mitchell, Staff 
Mr. Daniel Pozefsky, RUCO 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

FENNEMORE CRAI( 
A P ~ ~ ~ S i ~ ~ ~ ~ C o ~ r o ~ . ~ r i o  

PHOENIX 

FENNEMORE CRAIG 
A Professional Corporation 
Jay L. Sha iro (No. 014650) 

Phoenix, Arizona 850 12 
Telephone (602) 916-5000 

3003 Nort R Central Avenue, Suite 2600 

Attorneys for Pima Utility Company 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION 
OF PIMA UTILITY COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE FAIR VALUE 
OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN 
ITS WATER RATES AND CHARGES FOR 
UTILITY SERVICE BASED THEREON. 

IN THE MATTER OF THE APPLICATION 
OF PIMA UTILITY COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE FAIR VALUE 
OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR .INCREASES IN 
ITS WASTEWATER RATES AND 
CHARGES FOR UTILITY SERVICE 
BASED THEREON. 

DOCKET NO: W-02 199A- 1 1 - 

DOCKET NO: S W-02 199A- 1 1 - 

DIRECT TESTIMONY OF 

RAY L. JONES, P.E. 

August 29,2011 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

FENNEMORE CRAN 
A PROFUtlONIL cOR.ORAT10 

PHOENIX 

TABLE OF CONTENTS 

I. 
11. 
111. 

INTRODUCTION AND PURPOSE OF TESTIMONY .......................................... 1 
PIMA’S WATER AND WASTEWATER SYSTEM AND OPERATIONS ........... 2 
PLANT ADDITIONS SINCE LAST RATE CASE ................................................. 6 

IV. B-2 PLANT SCHEDULES ................................. .. .................................................... 7 
V. DEFERRED OPERATING COSTS ....................................................................... I 1  
VI. INCOME TAX ........................................................................................................ 12 

2441280.4/075040.0025 

-1- 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

FENNEMORE CRAI 
A PROFEISIONAL C o a r o ~ ~ l l i  

PHOENIX 

I. 

Q. 
A. 

Q* 
A. 

Q. 
A. 

Q- 

A. 

INTRODUCTION AND PURPOSE OF TESTIMONY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Ray L. Jones, P.E. My business address is 25213 N. 49th Drive, 

Phoenix, Arizona 85083. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

On behalf of the Applicant Pima Utility Company (“Pima” or the “Company”). 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am the owner and principal of ARICOR Water Solutions LC. 

WHAT WAS YOUR EDUCATIONAL AND EMPLOYMENT 

BACKGROUND BEFORE GOING TO WORK FOR ARICOR? 

I began my working career with Citizens Utilities Company (“Citizens”) in 1985 as 

a Staff Engineer for the Maricopa County water and wastewater division. I was 

employed at Citizens for 17 years, ending my career there as Vice President and 

General Manager for the Arizona water and wastewater operations. In 2002, 

American Water (“American”) purchased the water and wastewater assets of 

Citizens and I joined American as the President of Arizona-American Company. 

I left American in 2004 to start up ARICOR Water Solutions. 

I received a Bachelor of Science in Civil Engineering in 1985 from the 

University of Kansas, and a Master of Business Administration in 1991 from 

Arizona State University. I am a Registered Professional Engineer in Arizona and 

California and a Grade 3 Certified Operator in Arizona for all four water and 

wastewater classifications. I specialize in water resource issues, regulatory 

strategies, rate case filings, and water and wastewater utility management and 

operations. My resume is attached as Exhibit RLJ-DT1. 
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Q* 
A. 

Q. 
A. 

11. 

Q. 
A. 

Q* 
A. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 

In my time with Citizens and American, I prepared or assisted in the preparation of 

multiple filings before the Arizona Corporation Commission (“Commission”), 

including rate applications and CC&N filings. Since starting ARICOR, I have 

prepared several filings and assisted in the preparation of several more filings 

before the Commission, including rate applications and CC&N filings. I have also 

provided testimony in all of these cases before the Commission. A summary of my 

regulatory work experience is included in my resume attached as Exhibit RLJ- 

DT1. 

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 

To support Pima’s application for rate relief. Specifically, I will provide an 

overview of Pima’s water and wastewater system and operations, provide supporl 

for plant additions and discuss the B-2 Schedules. Lastly, I will address policy 

issues related to Pima’s request to recover income tax expense. 

PIMA’S WATER AND WASTEWATER SYSTEM AND OPERATIONS 

WHAT IS YOUR RELATIONSHIP TO PIMA? 

I provide consulting services to the water and wastewater companies affiliated with 

Robson, including Pima. Specifically, I assist and advise Pima on a variety ol 

matters related to their ownership and operation of their water and wastewatei 

system. In my capacity as a consultant to Pima, I have become familiar with theii 

facilities and operations. 

WHO IS ROBSON? 

Robson refers to a group of affiliated companies that developed most of thf 

residential neighborhoods served by Pima. Pima is one of several water anc 

wastewater utilities regulated by the Commission that is affiliated with Robson.’ 

Direct Testimony of Steven Soriano at 1 : 1 1 - 2:4. 1 
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Q- 

A. 

WOULD YOU DESCRIBE PIMA’S WATER AND WASTEWATER 

SYSTEM? 

Pima’s water and wastewater system is an integrated system serving the 

unincorporated master planned community of Sun Lakes and two subdivisions 

immediately adjacent to Sun Lakes. Pima’s customer base is approximately 96% 

residential customers, with a small number of commercial customers and irrigation 

customers. 

The Pima water system consists of three water plant sites consisting of water 

storage tanks and booster pumps. The water plants are interconnected by a looped 

distribution system to provide system reliability. In addition, the water plants are 

designed to provide reliable service through the use of diesel driven booster pumps 

and backup generators. The system is designed to provide a 1,000 gallon per 

minute fire flow. 

The water plant sites are fed by six potable wells, each with chlorination 

facilities. Four of the potable wells are used exclusively for the potable water 

system and two of the wells can be pumped either to the potable water system or 

directly to irrigation customers. Two additional wells are dedicated irrigation 

wells. The combination of dedicated irrigation wells, dedicated potable wells and 

dual use wells provides water supply reliability by allowing operational flexibility 

to meet customer demands. 

The Pima wastewater treatment system consists of a single 2.4 million 

gallon per day wastewater reclamation facility (“WRF”). The WRF is a sequential 

batch reactor facility that includes aerobic digesters, sand filtration and ultra-violel 

disinfection. The collection system consists of a gravity collection system with 

fifteen lift stations located at various points in the collection system. 
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Q. 

A. 

Q. 

A. 

Effluent from the WRF is recycled by direct delivery of reclaimed water to 

the Oakwood Golf Course. The effluent reuse system includes five recharge and 

recovery wells. The recharge and recovery wells are used to deliver recovered 

effluent to the Oakwood Golf Course and to the Phase I11 HOA for landscape 

watering. All remaining effluent is recharged into the groundwater aquifer directly 

beneath the Pima service area, providing a renewable source of groundwater. 

A detailed description of Pima’s water and wastewater systems is attached 

as Exhibit RLJ-DT2. 

WHAT IS YOUR OPINION OF PIMA’S WATER AND WASTEWATER 

FACILITIES AND OPERATIONS? 

My observations indicate that Pima’s water and wastewater facilities are well 

designed, well maintained and provide reliable service to the community. Pima’s 

operations staff is highly knowledgeable regarding water and wastewater system 

operations and operate the systems in an effective and efficient manner. 

WHAT IS THE SIGNIFICANCE OF HAVING AN INTEGRATED WATER 

AND WASTEWATER SYSTEM? 

Historically, Arizona has relied on groundwater supplies to serve water demands. 

This reliance resulted in significant over-drafting of groundwater supplies. In 

1980, Arizona adopted the Groundwater Code of 1980 (“Code”). The Code 

implemented stringent regulation of groundwater supplies by promoting water 

conservation and requiring the use of renewable supplies. 

As an integrated water and wastewater provider, Pima is well positioned to 

utilize renewable effluent supplies to meet water demands and replenish the 

groundwater aquifer below its service area. Pima recognizes that groundwater is a 

scarce resource, and through the use of reclaimed (recycled) water for turf facilities 
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PHOENIX 

Q* 

A. 

Q. 

A. 

and recharge of the aquifer, Pima is helping to ensure the long-term sustainable 

provision of utility services to its customers. 

WOULD YOU SUMMARIZE PIMA’S WATER CONSERVATION 

PROGRAM? 

Pima is enrolled as a regulated tier I1 municipal provider in ADWR’s Modified 

Non-Per Capita Conservation Program (“NPCCP”). As a part of the program, 

Pima reviewed its water and wastewater system and proposed Best Management 

Practices (“BMPs”) for implementation in the Pima service area. On August 24, 

2009 ADWR approved the following BMPs for Pima: 

0 

0 

0 

0 Leak Detection Program 

0 Meter Repair andor Replacement Program 

Customer High Water Use Inquiry Resolution 

Customer High Water Use Notification 

Water Waste Investigations and Information 

In addition to the BMPs, Pima has implemented a Public Education Program 

as required by the NPCCP. 

WHAT ARE THE COMPONENTS OF PIMA’S PUBLIC EDUCATION 

PROGRAM? 

Pima provides water conservation education through two primary communication 

channels. Pima provides water wise tips to each of its customers through a note on 

the water bill during most months. Pima also makes AWWA conservation 

brochures available in all of the country clubs (4) and at its Sun Lakes offices. In 

addition, articles written by Pima are placed in the Sun Lakes community 

newspaper. 
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Q* 
A. 

Q* 

A. 

111. 

Q. 

A. 

Q. 

A. 

DOES PIMA HAVE A PROGRAM TO ADDRESS WATER LOSSES? 

Yes. All water providers in the Phoenix Active Management Area are required to 

track and report water losses to ADWR. Pima closely monitors this data and 

implements corrective action as warranted. Pima has a residential meter 

replacement program and has recently implemented a commercial meter 

replacement program. 

WHAT ARE PIMA’S LOST AND UNACCOUNTED FOR WATER 

PERCENTAGES FOR THE PAST FIVE YEARS? 

ADWR reports the following 3-year averages for Pima: 

2006 - 9.51% 

2007 - 7.21% 

2008-4.58% 

2009 - 6.12% 

The lost and unaccounted for water percentage reported to ADWR for calendar 

year 2010 was 9.25%. 

PLANT ADDITIONS SINCE LAST RATE CASE 

WHAT IS PIMA’S MOST RECENT TEST YEAR USED FOR 

RATEMAKING? 

The Company’s last water rate case was filed based on a 1992 test year and the 

Company’s last wastewater rate case was filed based on a 1997 test year. 

PLEASE DESCRIBE THE MAJOR WATER PLANT ADDITIONS ADDED 

SINCE THE LAST WATER TEST YEAR. 

Pima has addressed aging water infrastructure by rehabilitating and rebuilding 

several facilities. Well 27, Water Plant #I and Water Plant #2 have been 

rehabilitated and rebuilt since the last rate water case. Pima has also implemented 

a service line replacement program to address failing polyethylene water services. 
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PHOENIX 

Q* 

A. 

IV. 

Q* 

A. 

Q. 

A. 

To date approximately 3,500 services have been replaced. The major water system 

improvements are more fully described in Exhibit IUJ-DT3. 

PLEASE DESCRIBE THE MAJOR WASTEWATER PLANT ADDITIONS 

ADDED SINCE THE LAST WASTEWATER TEST YEAR? 

Pima completed the final phase of fully integrating its water and wastewater system 

in 1998. The final phase of system integration included construction of Phase two, 

the water reclamation facility, four rechargehecovery wells (RW-1, 2, 4 & 5) and 

some components of the reclaimed water distribution system. Pima installed a fifth 

rechargeh-ecovery well (RW-3) in 2008. 

Pima has also made enhancements to the wastewater reclamation facility by 

upgrading the filter in 2000 and 2005, replacing the odor control system in 2005 

and rebuilding the head works in 2008. The wastewater collection system has also 

received attention with nine lift stations receiving major improvements or 

rehabilitation since the last wastewater rate case. A complete description of the 

major wastewater system improvements is provided in Exhibit RLJ-DT4. 

B-2 PLANT SCHEDULES 

DID YOU ASSIST WITH PREPARATION OF THE B-2 SCHEDULES FOR 

THIS FILING? 

Yes, I conducted a comprehensive review of Pima’s fixed asset records and 

prepared portions of the B-2 Schedules for this filing. 

PLEASE DESCRIBE THE SCOPE OF YOUR REVIEW OF PIMA’S FIXED 

ASSET RECORDS. 

Pima provided me with a comprehensive listing of all fixed asset ledger entries for 

both the water division and wastewater division. Working with Pima managemen! 

and operations personnel, each individual ledger entry was reviewed to determine 

the following: 
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0 Is the asset entry an appropriate plant entry per the NARUC system 
of accounts? 

Is the asset entry charged to the correct utility service? 

0 Is the asset entry charged to the correct NARUC plant account? 

WHAT CONCLUSIONS DID YOU REACH AFTER YOUR FIXED ASSET 

RECORD REVIEW? 

I found Pima’s records to be generally in good order and in compliance with the 

NARUC system of accounts. The asset entries were generally complete with 

detailed descriptions and good backup documentation. 

A few items were discovered that needed attention. 

0 Plant retirements were not being made in strict adherence to 
NARUC. 

0 Some asset items were physically retired, but not retired on Pima’s 
books. 

0 Some assets were classified to the wrong service. 

0 Some assets were classified to the wrong NARUC plant account 01 
required further breakdown to additional NARUC plant accounts. 

WHAT ACTIONS DID YOU TAKE AFTER YOUR FIXED ASSET 

REVIEW? 

I constructed an Excel spreadsheet for each service listing all fixed assets entries 

The line items in the listing were coded to indicate the following: 

0 Entries that are classified to the incorrect service. 

0 Entries that are plant retirements. 

0 The correct NARUC plant account. 

0 Assets that were no longer in service, but not retired. 

. For assets not in service the retirement date and replacing asse 
were identified. 
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Less: Water Plant 

Less: Unbooked Retirements 

Plus: Wastewater Plant on Water Books 

Q* 

A. 

Q. 

A. 

Q. 
A. 

(1 5,403) 

(1,3 14,477) 

232 1,059 

~ 

Less: Wastewater Plant on Water Books I (2,821,059) 1 
Less: Unbooked Retirements I (567,910) I 

~ ~~ ~ 

Correction to Match Last Rate Order I 15,121 1 
Adjusted Water Plant in Service I 14,546,129 I 
CAN YOU SUMMARIZE THE FINDINGS FROM YOUR REVIEW OF 

THE WASTEWATER ASSET LISTING? 

The table below reconciles and summarizes my findings. 

Wastewater Plant In Service Per Books I 19,847,116 I 

Adjusted Wastewater Plant In Service I 21,338,296 I 
WHAT DID YOU DO NEXT? 

The updated asset entries were used to prepare B-2 Schedule, pages 3.1 to 3.19 foi 

the water division and pages 3.1 to 3.18 for the wastewater division. The updatec 

entries were also the basis for the adjustments shown on Schedule B-2, page 3 fo 

each division. 

9 



1 

2 

3 

4 

5 

6 

7 

8 

9 

WHAT IS THE END RESULT OF YOUR REVIEW AND CONSTRUCTIOh 

OF THE B-2 DETAIL SCHEDULES? 

The result is calculated plant in service balances and accumulated depreciatior 

balances for year end 2010 that are consistent with the NARUC system of account! 

and the previous rate orders. These balances are the appropriate balances to use in 

determining Pima’s rate base and depreciation expense. 

CAN YOU EXPLAIN THE LARGE AMOUNT OF WASTEWATER PLANT 

RECORDED ON THE WATER DIVISIONS BOOKS? 

Yes. The vast majority of the wastewater plant recorded on the water division’s 

books is related to the five recharge and recovery wells and related components of 

the reuse system. My review indicates that the primary function of these wells is 

recharge of wastewater from the WRF. A portion of the recharged water is later 

recovered and delivered to irrigation customers. It appears that since the assets 
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PHOENIX 

Q* 

A. 

Q. 

A. 

The B-2 Schedule, pages 3.1 to 3.19 were constructed as follows: 

The book balances for plant and accumulated depreciation at the end of 
the last test year were reconciled to the balances indicated in the 
appropriate decision. 

I was unable to reconcile $15,12 1 of the lant in service from the last 

made to include this previously ordered plant in service amount. 
water division rate decision to current E ooks. An adjustment was 

Since accumulated depreciation was calculated on a composite basis in 
the last rate cases, accumulated depreciation was allocated to the 
individual plant accounts. 

0 From these reconciled beginning balances, plant additions, adjustments, 
retirements, de reciation, plant balances and accumulated depreciation 

year to year-end 20 10. . Depreciation was calculated using the depreciation rates specified ir 
the appro riate decision or using Utilities Division Stafl 

previous orders. 

were calculate cp and brought forward for each year from the previous tesl 

recommen (P ed rates for NARUC plant accounts not specified ir 
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PHOENIX 

Q* 
A. 

Q* 

A. 

V. 

Q. 
A. 

Q* 

A. 

were wells, they were incorrectly recorded on the water company’s books. The 

recharge and recovery wells are more appropriately wastewater division assets and 

should be included in the plant balances for the wastewater division. 

PLEASE EXPLAIN THE UNBOOKED RETIREMENTS. 

The unbooked retirements resulted from Pima physically removing assets from 

service without retiring the plant from its books. Based on the detailed asset 

review, the unbooked retirements were identified and accounted for on the B-2 

schedules during the year they were actually removed from service. 

WHAT HAS PIMA DONE TO ADDRESS UNBOOKED RETIREMENTS 

ON A GOING FORWARD BASIS? 

With my assistance, Pima has developed and adopted a retirement policy (attached 

as Exhibit RLJ-DTS) and put processes in place to ensure timely retirement 01 

assets on a going forward basis. 

DEFERRED OPERATING COSTS 

IS PIMA SEEKING RECOVERY FOR DEFERRED OPERATING COSTS? 

Yes, Pima deferred wastewater treatment plant operating and maintenance costs 

pursuant to Decision No. 59130 (June 27, 1995) and is seeking recovery of those 

costs at this time. 

PLEASE EXPLAIN THE ORIGIN AND AMOUNT OF THE DEFERRED 

COSTS. 

Decision No. 59130 authorized deferral of 30% of the increased costs of operating 

the new wastewater treatment plant (placed in service in 1997) above the cost o 

operating the old wastewater treatment plant until such time as new rates went intc 

effect. Pima currently seeks recovery of $3 14,627 in deferred costs incurred during 

1998 and 1999. The requested recovery is 30% of the total difference in operatinl 

costs of $1,048,756 as prescribed in Decision No. 59130. 
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Q. 

A. 

Q. 
A. 

VI. 

Q. 

A. 

Q. 
A. 

Q- 
A. 

WAS PIMA GRANTED RECOVERY FOR THESE DEFERRED COSTS IN 

DECISION NO. 62184 (JANUARY 5,2000)? 

No. The costs recovered in Decision No. 62 184 were for deferred costs incurred in 

1997. The request in this case is for unrecovered deferred cost incurred in 1998 

and 1999 in the period between the last test year and new rates going into effect. 

HOW IS PIMA PROPOSING TO AMORTIZE THE COSTS? 

Consistent with Decision No. 62 184, Pima proposes to recover the costs over five 

years for an annual amortization of $62,925. 

INCOME TAX 

WHY IS PIMA REQUESTING INCOME TAX EXPENSE RECOVERY IN 

THIS CASE? 

Pima is requesting income tax expense because the net income generated by Pima 

through the provision of regulated water and wastewater services is subject to state 

and federal income tax. Without income tax recovery, the shareholders of Pima 

will receive a lower rate of return on their equity investment than shareholders oi 

other corporations that receive income tax recovery. 

IS PIMA A C-CORP OR AN S-CORP? 

Pima is organized as an S-Corp. 

HOW IS THE, INCOME OF S-CORPS TAXED? 

The tax liability for regular income is passed-through to the shareholders of the 

corporation with individual shareholders paying the income tax due on their sharc 

of the S-Corp income. In certain limited circumstances, S-Corps pay income ta> 

directly. 
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Q. 

A. 

Q. 
A. 

Q* 
A. 

Q. 

A. 

HAS THE COMMISSION PREVIOUSLY ADDRESSED INCOME TAX 

RECOVERY FOR S-CORPS? 

Yes, and Utilities Division Staff has recommended against such income tax 

recovery and the Commission has followed this recommendation. 

THEN WHY IS PIMA SEEKING INCOME TAX RECOVERY? 

Because the Commission is reviewing the issue in its ongoing water workshops 

(Docket No. W-OOOOOC-06-0149) and Pima believes it is entitled to recover this 

cost as part of its cost of service. I can explain it this way. 

The passed-through tax liability incurred by Pima’s shareholders would noi 

exist absent the provision of regulated water and wastewater services by Pima. The 

income taxes are “inescapable business outlays and are directly comparable witk 

similar corporate taxes.’’2 Like any other expense prudently incurred in the 

operation of a regulated entity, the income tax expense should be recovered in rates 

of the regulated entity. 

HAS PIMA PARTICIPATED IN THE WORKSHOP PROCESS? 

Yes. Representatives of Pima have attended the workshops and Pima has retainec 

me to represent their interests in the workshop process. 

WAS THE POSITION YOU’VE TAKEN HERE PRESENTED IN THE 

WATER WORKSHOP PROCESS? 

Yes. I made the presentation attached as Exhibit RLJ-DT6 in the water workshol 

held on March 25,201 1 on behalf of Pima and others. 

Suburban Utility Corp. v. Public Utility Com’n of Texas 652 S.W.2d 358 (Tex. 1983). 
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Q. 

A. 

Q* 

A. 

Q. 

A. 

HAS THE FEDERAL REG 

ADDRESSED THIS ISSUE? 

TORY ENERGY COMMISSION (“FERC”) 

Yes. FERC issued a Policy Statement on Income Tax Allowances on May 4,2005 

(111 FERC161,139).3 

WHAT IS FERC’S POLICY ON INCOME TAX RECOVERY FOR PASS- 

THROUGH ENTITIES? 

FERC concluded that it should: 

emit  an income tax allowance for all entities or 

individual has an actual or potential iycome tax liability to be 
paid on that income from those assets. 

in 3 ividuals owning public utility assets, provided an entity or 

In support of its conclusion, FERC stated: 

While the pass-through entity does not itself pay income 
taxes, the owners of a pass-through entity pay income taxes 
on the utility income generated by the assets they own via the 
device of the pass-through entity. Therefore, the taxes paid 
by the owners of the pass-through entity are just as much a 
cost of acquiring and operating the assets of that entity as if 
the utility assets were owned by a corporation. 

IS PIMA PROPOSING THAT THE COMMISSION FOLLOW THE FERC 

POLICY ON INCOME TAX RECOVERY? 

Yes. The FERC Policy is comprehensive in scope, well-reasoned and thoroughly 

vetted and should be adopted by the Commission. However, Pima has not used the 

FERC presumed marginal income tax rates of 28 percent for individuals and 

35 percent for corporate entities. Instead, Pima determined the tax rate for each 

shareholderhaxpayer individually. Pima believes that since it has twenty 

shareholders, some with relatively small percentages of ownership, use of the 

A copy of FERC’s Policy Statement on Income Tax Allowances (“Policy Statement’y is attached to thc 

Id. at 32. 
Id at 33. 

Direct Testimony of Thomas J. Bourassa (Rate Base) at Exhibit TJB-RB-DT1 . 
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FENNEMORE CRA 
A PROFESSIONAL COaWRA1 

PHOINIX 

Q* 
A. 

FERC presumptive rates is not appropriate in this instance. As explained bj 

Mr. Bourassa, use of individual tax rates results in a lower composite tax rate foi 

Pima and lower cost to ratepayers. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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Ray L. Jones P.E. 
Principal 

AFUCOR Water Solutions, LC 
25213 N. 49th Drive 

Phoenix, Arizona 85083 

EMPLOYMENT HISTORY 

2004 - Present ARICOR Water Solutions 
Principal 
ARICOR Water Solutions offers a wide range of services to the private and public sectors. 
Projects include water resources strategy development, water rights evaluation and 
development of regulatory strategies. Services also include consultation on water and 
wastewater utility formation, management and operations, and valuation, including due 
diligence analysis and preparation of financial schedules and testimony in support of 
CC&N, Rate Case and other filings before the Arizona Corporation Commission. ARICOR 
Water Solutions provides water, wastewater and water resource master planning, water and 
wastewater facilities design, and owner representation; including value engineering, 
program management and construction oversight. Lastly, AFUCOR Water Solutions 
supports water solutions with contract operations and expert witness testimony and 
litigation support. 

2002 to 2004 

1998 to 2002 

1990 to 1998 

1985 to 1990 

EDUCATION 

Arizona-American Water Company 
President 
Responsible for leadership of the Arizona business activities of Arizona-American Water 
Company. Key responsibilities include developing and evaluation new business 
opportunities, developing strategic plans, establishing effective government and 
community relations, insuring compliance with all regulatory requirements, and 
providing management and guidance to key operations and support personnel. 

Citizens Water Resources, Arizona Operations 
Vice President and General Manager 
Responsible for leadership of the A r i z o ~  regulated and unregulated business activities of 
Citizens Water Resources. Key responsibilities included developing and evaluation new 
business opportunities, developing strategic plans, establishing effective government and 
community relations, insuring compliance with all regulatory requirements, and 
providing management and guidance to key operations and support personnel. 

Citizens Water Resources, Arizona Operations 
Engineering and Development Services Manager 
Responsible for management of a diverse group of business growth related activities. 
Responsibilities include: marketing of operation and maintenance services (unregulated 
business growth), management of new development activity (regulated business growth), 
management of engineering functions (infrastructure planning and construction), 
management of water resources planning and compliance, management of growth-related 
regulatory functions (CC&N's and Franchises), and management of capital budgeting 
functions and capital accounting functions. 

Citizens Water Resources, Ariiona Operations 
Civil Engineer 
Responsible for the planning, coordination and supervision of capital expansion and 
major maintenance and rehabilitation projects as assigned. Responsible for development 
of capital program for Maricopa County Operations. 

Arizona State University - Master of Business Administration (1991) 
University of Kansas - Bachelor of Science in Civil Engineering (1985) 



Ray L. Jones P.E. 
Page 2 

Filing Utility(ies) Filing Type@) 
Year 

1992 Sun City West Utilities Company City West) 
CC&N Extension (Expansion of Sun 

CC&N Extension (Addition of Coyote Sun City Water Company 

Tubac Valley Water Co., Inc. 

Sun City West Utilities Company 

Citizens Utilities Company 
Sun City Water Company 

lgg3 sun city Sewer company Lakes) 
CC&N Extension (Various 

Subdivisions on western border) 
CC&N Extension (Expansion of Sun 

City West) 

1993 

1993 

1995 Sun City Sewer Company Ratemaking 
Sun City West Utilities Company 
Tubac Valley Water Company 
City Water Company CC&N Extension (Acquisition of 

lgg6 sun city Sewer company Youngtown) 
CC&N Extension and Deletion 

1996 Citizens Utilities Company (Realignment of S q r i s e  Bdry.) 

lgg8 
Sun City Water Company CAP Water Plan and Accounting 

Order (Sun Cities CAP plan) sun city west utilities company 

PROFESSIONAL CERTIFICATION 

Docket(s) 

u-2334-92-244 

U-1656-93-060 
U-2276-93-060 

U-1595-93-241 

u-2334-93-293 

E- 1032-95-417 
U-1656-95-4 17 
U-2276-95-417 
U-2334-95-4 17 
U-1595-95-417 
U- 1656-96-282 
U-2276-96-282 

E-1032-96-5 18 

W-O 1656A-98-0577 
SW-02334A-98-0577 

Registered Professional Engineer - Civil Engineering - Arizona 
Professional Engineer - Civil Enginwring - California 
Ceaified Operator - Wastewater Treatment, Wastewater Collection, Water Treatment, Water Distribution - Arizona 

PROFESSIONAL AFFILIATIONS 

Director - Water Utilities Association of Arizona (1998 - 2004) 
Member - American Society of Professional Engineers 
Member - American Water Works Association 
Member - Arizona Water Pollution Control Association 
Member - Water Environment Federation 

C M C  AND COMMUNITY INVOLVEMENT 

Advisory Member - Water Resources Development Commission (2010 - Present) 
Board of Directors - Greater Maricopa FTZ, Inc. (2009 - Present) 
Chairman WESTMARC (2008) 
Director and Member of the Executive Committee- WESTMARC (1998 -Present) 
Co-Chairman, WESTMARC Water Committee (2006 - 2007) 
Chairman-Elect WESTMARC (2007) 
Member - Corporate Contributions Committee, West Valley Fine Arts Council Diamond Ball (Chairman 2005) 
Member - Technical Advisory Committee - Governor’s Water Management Commission (2001) 
Board Member, Manager & Past C h a i n  - North Valley Little League Softball 

REGULATORY EXPERIENCE 

Testimony has been provided before the Arizona Corporation Commission in the dockets listed below. Unless 
otherwise indicated testimony was provided on behalf of the utility. 
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Filing 
Year Utility(ies) 

Citizens Water Resources Company 

Citizens Water Services Company 

Citizens Communications Company 
Citizens Water Services Company 

of Arizona 

of Arizona 

Of ArizOM 

Filing Type(s) Docket(s) 

CC&N Extension and Accounting 
Order (Anthen Jacka Property and 
Phoenix Treatment Agreement) 

SW-3455-00-1022 
SW-3454-00-1022 2000 

W-0132B-00-1043 
SW-0354A-00- 1043 

WS-0 1303A-02-0867 
WS-01303A-02-0868 
WS-01303A-02-0869 
WS-0 1303A-02-0870 
WS-01303A-02-0908 
WS-01303A-04-0089 
W-01303A-04-0089 
SW-03 898A-04-0089 

CC&N Extension and Approval of 
Hook-Up Fee (Verrado) 2000 

Arizona-American Water Company Ratemaking 2002 

Arizona-American Water Company 
Rancho Cabrillo Water Company 
Rancho Cabrillo Sewer Company 
Johnson Utilities Company, LLC 

(Representing Pulte Home 
Corporation) 

Perkins Mountain Utility Company 
Perkins Mountain Water Company 

West End Water Company 

2004 CC&N Transfer 

2004 

2005 

CC&N Extension WS-02987A-04-0288 

New CC&N & Initial Rates WS-20379A-05-0489 
W-203 8OA-05-0490 

W-01157A-05-706 

W-01303A-05-0718 

WS-0 1303A-06-0403 

2005 CC&N Extension 

Approvals Associated with 
Construction of Surface Water 
Treatment Facility 

Ratemaking 

2005 Arizona-American Water Company 

2006 

2008 

Arizona-American Water Company 

Sunrise Water Company Ratemaking W-02069A-08-0406 

WS-01678A-09-037t 

W-03476A-06-0425 

2009 Baca Float Water Company Ratemaking 

Aubrey Water Company 

White Horse Ranch Owner’s Assn. 

Lost Water Evaluation (Rate Case 
Compliance) 2009 

Ratemaking W-04161A-09-047 1 

W-0 1427A-09-0 104 

2009 

2010 Litchfield Park Service Company Ratemaking 

9/1/10 
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PIMA UTILITY COMPANY 
Water and Wastewater System Description 

August 23,2011 

General 
Pima Utility Company (“Pima”) was formed in 1972 to provide water and wastewater services to 
the unincorporated master planned community of Sun Lakes, located in southeastern Maricopa 
County. Sun Lakes was built in three phases between 1973 and 2008 and currently consists of 
approximately 10,000 homes with supporting neighborhood commercial development. 

In addition to Sun Lakes, Pima serves two subdivisions immediately adjacent to Sun Lakes, 
Oakwood Hills Subdivision and San Tan Vista Subdivision. Oakwood Hills was developed in 1991 
and consists of 32 custom home lots. San Tan Vista began development in 2004 and consists of 95 
custom home lots. San Tan Vista i s  the only development served by Pima that is a member land in 
the Central Arizona Groundwater Replenishment District. 

As of year-end 2010, Pima served approximately 10,175 water connections and 10,051 
wastewater connections. Pima’s customer base is approximately 96% residential customers, with 
only 196 commercial customers and 4 irrigation customers. Nearly all of the residential customers 
are served by 5/8“x 314” meters. The commercial customers are served by meters ranging from 
5/8”x 314” to 2” in size. 

Water Svstem 
The Pima water system consists of three (3) water plant sites consisting of water storage tanks and 
booster pumps. The water plants are interconnected by a looped distribution system to provide 
system reliability. In addition, the water plants are designed to provide reliable service through 
the use of diesel driven booster pumps and backup generators. The system is designed to provide 
a 1,000 gallon per minute fire flow. 

The water plant sites are feed by six (6) potable wells, each with chlorination facilities. Four (4) of 
the potable wells are used exclusively for the potable water system and two (2) of the wells can be 
pumped either to the potable water system or directly to irrigation customers. Two (2) additional 
wells are dedicated irrigation wells. The combination of dedicated irrigation wells, dedicated 
potable wells and dual use wells provides water supply reliability by allowing operational flexibility 
to meet customer demands. 

The water system facilities are summarized below: 

Potable Wells: 
Well 31 - 55-625798 - 
Well 34 - 55-514527 - 
Well 33 - 55-625800 - 

Well 29A - 55-806730 - 

Well 298 - 55-566937 - 

a t  WP #1- Used for potable water only 
a t  WP#2 - Used for potable water only 
Pumps to  WP#2, WP #1, Phase I HOA (Sun Lakes Country Club) and Phase 
II HOA (Cottonwood Country Club) - Used for potable water and 
irrigation 
at WP #3 - Used for potable water only, Permitted as effluent recovery 
well 
Pumps to WP#3 - Used for potable water only 



Well 27 - 55-520891 - Primarily used for irrigation supply a t  Oakwood Golf Course and 
Ironwood lakes -Also pumps to WP#3 and is used as backup potable 
water - Permitted as effluent recovery well 

Irrigation Wells: 
Well 29 - 55-625796 - Irrigation well for Oakwood Golf Course - Permitted as effluent recovery 

well 
Well 32 - 55-625799 - Irrigation well for Phase II HOA (Palo Verde Country Club and Cottonwood 

Golf) 

Water Plants: 
WP#1- 400,000 gallons storage (1 tank), 4 booster pumps (1  can be powered by either electric 

or diesel) 
WP #2 - 650,000 gallons storage (1 tank), 6 electric booster pumps, 1 diesel booster pump 
WP #3 - Two 750,000 gallon storage tanks, 4 electric booster pumps, backup generator 

Wastewater Svstem 
The Pima wastewater treatment system consists of a single 2.4 million gallon per day wastewater 
reclamation facility (WRF). The WRF is a sequential batch reactor facility that includes aerobic 
digesters, sand filtration and ultra-violet disinfection. The collection system consists of a gravity 
collection system with 15 lift stations located a t  various points in the collection system. 

Effluent from the WRF is  recycled by direct delivery of reclaimed water to the Oakwood Golf 
Course. The effluent reuse system includes five recharge and recovery wells. The recharge and 
recovery wells are used to deliver recovered effluent to the Oakwook Golf Course and to  the Phase 
I l l  HOA for landscape watering. All remaining effluent is recharged into the groundwater aquifer 
directly beneath the Pima service area providing a renewable source of groundwater. 

The wastewater system facilities are summarized below: 

Wastewater Facilities: 
WRF - 2.4 MGD Sequential Batch Reactor 
Lift Stations - 15 lift stations located in service area 

Recharge Recovery Wells: 
RR Well #1- 55-554079 - Located on Oakwood Golf Course at  intersection of Desert Dr. and Cedar 

RR Well #2 - 55-561907 - Located on Oakwood Golf Course on E.J. Robson Blvd. 
RR Well #3 - 55-211808 - Located in southeast corner of RV Storage Facility 
RR Well #4 - 55-561906 - Located on Oakwood Golf Course on Champagne Dr. 
RR Well #5 - 55-566383 - Located on Oakwood Golf Course on Arrow Vale Dr. 

Waxing Dr. 
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PIMA UTILITY COMPANY 
Summary of Major Water System Improvements 

August 23,2011 

Water Svstem Improvements - Placed in Service after 12/31/1992 

> Well 27 - Rehabilitation - 1999 
0 

0 SCADA System installed 

New 150 hp submersible motor and pump 
Several new steel column pipes 

> Water Plant No. 1 - Reconstruction and Rehabilitation - 2000 
0 

0 

Replaced hydropneumatic tank 
SCADA system installed 

Storage Tank recoated and cathodic protection refurbished 
Complete replacement of above ground and below ground piping 

P Water Plant No. 2 - Reconstruction and Rehabilitation - 2007 
0 

0 

0 Electrical gear refurbished 
0 SCADA system installed 

Storage Tank recoated and liner installed 
Complete replacement of above ground and below ground piping 

> Service Line Replacement Project - 2000 through 2010 
0 Ongoing replacement program. Approximately 3,500 polyethylene service lines 

replaced with copper piping, new meters and in most cases new corporation and meter 
stops. 

1 
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PIMA UTILITY COMPANY 
Summary of Major Wastewater System Improvements 

August 23,2011 

Wastewater Svstem Improvements - Placed in Service after 12/31/1997 

> Phase 2 Water Reclamation Facility - 1998 
0 Second centrifuge 
0 4'h bank of UV 
0 

0 

0 

0 Modified filter side troughs 
0 

20 hp sump pump in post equalization basin 
Liquid sludge holding tank with piping for pump back 
3rd post equalization basin pump 

4 valves for filter draining and maintenance. 

> WRF Filter Upgrade - 2000 
0 Improved filter influent channels 
0 Replaced filter media 

> WWTP Gravity Line Replacement - 2004 
0 20" diameter gravity line in the plant was replaced 

> Odor Control System Replacement - 2005 
0 Complete replacement of odor control system due to loss of old scrubber from fire. 

> WRF Filter Retrofit & Improvement - 2005 
0 

0 Replaced filter media 
0 

Retrofitted filter with new under drain and back wash system 

Upgraded control system and replaced PLC 

> WRF Headwork's Rehabilitation - 2008 
0 

0 Rotating screens were raised 
Headwork's piping and valves were replaced 

> Recharge/Recovery Well No. 1 - 1998 
210' - 12" steel casing 
140 feet of 6 inch stainless steel column pipe 
500 gpm pump 
Stainless steel VOV Smart valve with hydraulic pump and controls 
Piping system with vault 
3 motor operated valves 
3 water specialty meters 
SCADA system 

1 



> Recharge/Recovery Well No. 2 - 1998 
220' - 14" steel casing 
140 feet of stainless steel column pipe 
6 inch stainless steel VOV smart valve 

0 

0 

0 

500gpmpump 
0 Piping and vault system 
0 3 motor operated valves 
0 3 water specialties meters 
0 SCADA system 

> Recharge/Recovery Well No. 3 - 2008 
0 

0 500gpmpump 
0 

0 2 motor operated valves 
0 

0 SCADA system 

218' - 16" stainless steel casing 

Stainless steel VOV smart valve 

Piping system with 2 water specialties meters 

> Recharge/Recovery Well No. 4 - 1998 
220' - 14" steel casing 
140 feet of stainless steel column pipe 
6 inch stainless steel VOV smart valve 

0 

0 

0 

0 500gpmpump 
0 Piping and vault system 
0 3 motor operated valves 
0 3 water specialties meters 
0 SCADA system 

> Recharge/Recovery Well No. 5 - 1998 
0 220" - 14 steel casing 
0 140 feet stainless steel column pipe 
0 6 inch VOV smart valve 
0 500gpmpump 
0 Piping and vault system 
0 3 motor operated valves 
0 3 water specialties meters 
0 SCADA system 

> Price Road Effluent Line - 1998 
0 1,200 feet of effluent piping replaced 

2 



> Lift Station No 1 (Maryland) - Rehabilitation - 1998 
0 

0 Pumps rebuilt 
0 

Vault cleaned, gutted and coated with Sewer Shield cement coating 
Piping and pump bases replaced 

Permanent emergency bypass piping installed 

> Lift  Station No 5 (North Brentwood) - Rehabilitation - 2009 
0 

0 

Pumps rebuilt 
0 

0 

0 

Vault gutted, cleaned and coated with Sewer Shield cement coating. 
Piping and pump bases replaced. 

Permanent emergency bypass piping installed. 
New aluminum access cover installed 
H2S vent line and filter installed 

> Lift Station No 3 (Cochise) - Rehabilitation - 2004 
Vault gutted, cleaned and coated with Sewer Shield cement coating. 
Piping and pump bases replaced. 

Permanent emergency bypass piping installed. 
New aluminum access cover installed 
H2S vent line and filter installed 

0 

0 Pumps rebuilt 

0 

0 

> Lift Station No 7 (North Alma School) - Rehabilitation - 1998 
0 

0 

Pumps rebuilt 
0 

Vault gutted, cleaned and coated with Sewer Shield cement coating. 
Piping and pump bases replaced. 

Permanent emergency bypass piping installed. 
New aluminum access cover installed 

> Lift Station No 8 (Santan) - Rehabilitation - 1999 
Vault gutted, cleaned and coated with Sewer Shield cement coating. 
Piping and pump bases replaced. 

Permanent emergency bypass piping installed. 
New aluminum access cover installed 

0 

0 

0 Pumps rebuilt 
0 

> Lift Station No 9 (Sunnydale) - Rehabilitation - 2000 
Vault gutted, cleaned and coated with Sewer Shield cement coating. 
Piping and pump bases replaced. 

0 Pumps rebuilt 
0 Permanent emergency bypass piping installed. 
0 New aluminum access cover installed 



> Lift Station No 10 (Unit 27) - Rehabilitation - 2000 
0 

0 

0 Pumps rebuilt 
0 

0 

Vault gutted, cleaned and coated with Sewer Shield cement coating. 
Piping and pump bases replaced. 

Permanent emergency bypass piping installed. 
New aluminum access cover installed 

> Lift Station No 12 (Unit 32) - Rehabilitation - 2009 
Replaced piping in discharge valve vault 

> Lift Station No 2 (Dobson) - Rehabilitation - 2005 & 2009 
0 Newvault 

Newpumps 
0 New electrical system 
0 

0 

New pipes and overflow pipe 
Relocate check valves in vault outside of the wet well 

4 
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Pima Utility Company 
Asset Capitalization and Retirement Policy 

Policy Description: This policy shall be used to determine whether expenditures 
should be capitalized or expensed, the manner in which a capital 
asset is depreciated and shall govern the accounting treatment for 
capital assets removed from utility service. 

Effective Date: January 1,201 1 

Version: 1 .o 
* 0 

1 CAPITALIZATION POLICY 

1 .I 

1.2 

Purpose 
The purpose of capitalizing expenditures as capital assets is to provide for an equitable 
allocation of the cost of long-lived assets with significant costs among existing and future 
customers. The costs of capital assets are allocated over the estimated useful life of the 
class of assets to which they belong through the recording of depreciation expense. 

Capitalization Policy 
Costs should be capitalized in the utility plant accounts, rather than being expensed in the 
current year, if the service life of the item is more than one year and the cost is greater 
than $500.00. 

Capitalized costs typically include: 

Costs to replace assets. 
0 

Costs to purchase or construct new assets. 
Costs of assets constructed by developers and contributed or 
advanced. 

Costs for expenditures that effect a substantial betterment to an 
asset. - Substantial betterments are expenditures that significantly 
extend the service life of the affected asset or expenditures that are 
made with the primary purpose to make the asset affected more 
useful, more efficient, of greater durability or of greater capacity. 

For items of general plant, such as office equipment or tools and equipment, or 
replacements of minor items of utility plant, this policy shall be applied on an individual item 
basis. For items of construction work or programmed expenditures, this policy shall be 
applied on a project or work order basis. 

For example, items such as an office chair or bookshelf costing less than 
$500.00 purchased individually would be expensed. Similarly, replacement of a 
single small diameter gate valve costing less than $500.00 at an existing facility 
would be expensed. 

In contrast, if furnishings were being purchased for a new building under 
construction, the total cost of all of the furnishings would be capitalized without 
regard to the cost on an individual item. Similarly, while an individual water 
meter is likely to cost less than $750.00, the purchase of water meters would be 



Pima Utility Company 
Asset Capitalization and Retirement Policy 

capitalized as part of an annual work order for installation or replacement of 
water meters. Likewise, a small diameter valve being installed in a new facility 
under construction would be capitalized along with all of the other components of 
the facility. 

All capital expenditures should be recorded in the Company’s plant accounts in 
accordance with the requirements of the 1996 editions of the Unifom, System of Accounts 
for Class A Water Utilities or the Uniform System of Accounts for Class A Wastewater 
Utilities as published by the National Association of Regulatory Utility Commissioners 
(“NARUC” or “NARUC System of Accounts”). 

Depreciation of all capitalized assets shall be calculated and recorded by NARUC plant 
account (group method) using a half-year convention and at the depreciation rates 
prescribed in the most recent Order of the Arizona Corporation Commission. 

1.3 Depreciation Expense 

2 RETIREMENT POLICY 

2.1 Purpose 
The purpose of retiring assets is to insure that the cost of capitalized assets no longer in 
utility service are properly accounted for on the Company’s books and properly reflected in 
the rates charged to customers. 

When an asset or portion of an asset is replaced or otherwise removed from utility service, 
the asset or portion of asset must be retired from utility plant. The following accounting 
entries are needed to retire the asset or portion of asset: 

2.2 Retirement Policy 

0 The book cost of the retired asset shall be credited to the plant account in 
which it is included. 
If the retired asset is of a depreciable class, the book cost of the retired asset 
will be charged (debited) to the accumulated depreciation account applicable 
to the retired asset. 
The cost of removal, if any, shall be charged (debited) to the accumulated 
depreciation account applicable to the asset. 
The salvage value, if any, shall be credited to the accumulated depreciation 
account applicable to the asset. 

0 

0 

A gain or loss is not ordinarily recorded upon retirement of a utility asset, with one primary 
exception - the sale of nondepreciable land for an amount other than the original cost. 

2.3 

Retirement of assets in the Land and Land Rights or Franchises plant accounts should be 
retired in accordance with specific instructions provided in the NARUC System of 
Accounts. 

Determination of Book Cost 
The book cost of utility assets retired shall be the amount at which such property is 
included in the utility plant accounts, including all components of construction costs. The 
book cost shall be determined from the utility’s records and if this cannot be done, it shall 
be estimated. When it is impractical to determine the book cost of each asset, due to the 
relatively large number or small cost thereof, an appropriate average book cost of the 
assets, with due allowance for any difference in size and character, shall be used as the 
book cost of the assets retired. 

Page 2 
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I. 

Q* 
A. 

Q. 

A. 

Q* 

A. 

Q. 

INTRODUCTION AND PURPOSE OF TESTIMONY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Ray L. Jones, P.E. My business address is 25213 N. 49th Drive, 

Phoenix, Arizona 85083. 

ARE YOU THE SAME RAY L. JONES THAT FILED DIRECT 

TESTIMONY IN THIS CONSOLIDATED DOCKET? 

Yes. 

HAS ANYTHING CHANGED WITH RESPECT TO YOUR 

EMPLOYMENT OR RESPONSIBILITIES? 

No, I am still owner and principal of ARICOR Water Solutions LC, and I am 

testi@ing on behalf of the Applicant Pima Utility Company (“Pima” or the 

“Company”). 

HAVE YOU REVIEWED THE DIRECT FILINGS MADE BY STAFF AND 

RUCO? 
A A. 

Q* 
A. 

WHAT WILL YOU ADDRESS IN THIS REBUTTAL TESTIMONY? 

My rebuttal testimony is limited to addressing two Staff recommendations made in 

the Direct Testimony of Marlin Scott, Jr. First, I will address the conclusion that 

Pima’s 2.4 million gallon per day (“MGD”) Water Reclamation Facility (“WRF”) 

has excess capacity and the related recommendation that the cost of the Phase I1 

WRF be excluded from Pima’s rate base. Second, I will address the 

recommendation that the Company adopt at least seven Best Management Practices 

(“BMPs”) in the form of tariffs that substantially conform to the templates created 

by Staff. 
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11. 

Q. 

A. 

Q. 
A. 

Q. 

WATER RECLAMATION FACILITY (WRF) 

WHAT ADJUSTMENTS DID STAFF MAKE IN THEIR DIRECT 

TESTIMONY RELATED TO WRF CAPACITY? 

Staff removed the Phase I1 WRF project at a cost of $598,468 from plant in service 

and reduced accumulated depreciation in the amount of $356,088’ to reflect 

accumulated depreciation on the Phase I1 WRF project.* 

IS THERE A TECHNICAL PROBLEM WITH THIS ADJUSTMENT? 

Unfortunately yes. Due to my oversight, Pima’s response to Staff Data Request 

CSB 5.16 contained a typographical error misstating the cost of the Phase I1 WRF. 

The cost of the Phase I1 WRF project was actually $595,468 not $598,468. 

Accordingly, Staffs adjustment, which I disagree with for the reasons explained 

below, should be a $595,468 reduction to plant in service and a reduction to 

accumulated depreciation of $354,303. 

OKAY. WHY DO YOU DISAGREE WITH STAFF’S POSITION? 

Q- 
A. 

service and used and useful in the provision of wastewater treatment by Pima. 

Furthermore, the design, sizing and phasing of the Pima WRF, including the Phase 

I1 WRF project, was a reasonable and prudent decision based on sound engineering 

analysis that considered all relevant information available at the time the decision 

was made. Accordingly, the full cost of the Phase I1 WRF should be allowed in 

rate base. 

HOW DID STAFF EVALUATE CAPACITY AT THE WRF? 

Staff made their evaluation based on the test year peak day flow. Specifically, they 

used the test year peak day flow of 1.438 million gallons per day (MGD) to 

Staff Wastewater Division Schedule CSB-6. 1 

* Direct Testimony of Crystal Brown at 12: 14-1 6; Staff Wastewater Division Schedule CSB-4. 
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Q* 
A. 

Q* 

A. 

establish a peak day flow per service lateral of 143 gallons per day (gpd). Staff 

then divided the 2.4 MGD rated peak day capacity of the WRF by 143 gpd to 

determine that the WRF could serve up to approximately 16,780 service  lateral^.^ 
DO YOU AGREE WITH STAFF’S EVALUATION OF WRF CAPACITY? 

No. Staffs takes data from a point in time, in this case the 2010 test year, and 

extrapolates that data to draw a conclusion regarding the level of usage and 

ultimate capacity of the WRF. This approach is typically used for growing systems 

where the goal is to allocate capacity between existing and fbture customers. In 

this case, however, the wastewater system is essentially built-out. Therefore, Staff 

should have evaluated the Phase 11 WRF expansion, which wzs designed, sized and 

constructed in the mid-1990s, based on the information available to Pima at the 

time, to determine if the capacity provided is appropriate for Pima’s customer base. 

IS THE AMOUNT OF CAPACITY APPROPRIATE FOR THE CUSTOMER 

BASE? 

Yes. My evaluation, which encompassed a broad and comprehensive look at the 

totality of the factors and conditions impacting the design and flows at the WRF 

over time, indicates that the capacity provided is appropriate. My evaluation began 

with examining the process used by Pima in 1994 to design and size the WRF to 

determine if it was an appropriate process. I began by researching Commission 

Docket Nos. W-02 199A-94-043g4 and SW-02 199A-98-0578.’ These were the 

Commission cases that approved financing for the WRF and authorized inclusion 

of the cost of the Phase I WRF into Pima’s rate base. 

Direct Testimony of Marlin Scott, Jr. at Exhibit MSJ:18. 
Application of Pima Utility Company for Order Authorizing Financing and Related Transactions and 

Approving Accounting Orders (filed December 15, 1994). 
Application of Pima Utility Company for a Permanent Increase in Its Sewer Rates (filed August 27, 

1998). 
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Q* 

A. 

Q* 
A. 

WHAT DID 

DOCKETS? 

IOU DISCO 7ER FRO YOUR REVIEW OF THESE 

I discovered that Pima went through an extremely rigorous design and evaluation 

process before constructing the WRF. Due to changes in environmental 

regulations in Arizona, Pima was forced to replace its then existing WRF with a 

new facility capable of meeting the requirements of the new regulations. Pima 

retained two professional engineering firms and an operational consultant to assist 

with design and operational planning for the new WRF. Carollo Engineers were 

the principal designers of the facility, with Goldman & Associates providing 

substantial assistance regarding sizing and phasing of the facility. Mr. Paul 

Hendricks, of EUSI, provided operational evaluation and budgeting support. The 

reports produced by these firms were included with Pima’s financing application 

submitted in 1994 and are attached as Exhibit RLJ--1. In addition to 

commissioning these professional reports, Pima conducted extensive value 

engineering and aggressive project management techniques that resulted in 

significant savings on the construction of the WRF. Construction on the Phase I 

WRF began in 1995 and was completed in 1996. Construction of the Phase IT 

WRF began in 1997 and was completed in 1998. 

WHAT DID STAFF SAY AT THE TIME, IF ANYTHING? 

In the 1994 financing case, engineering Staff witness Marlin Scott, Jr. testified that 

“Based upon permit and environmental requirements, the proposed wastewater 

treatment processes seem appropriate, cost effective and reflect sound engineering 

judgment.” And in the 1998 rate case, engineering Staff witness Lyndon R. 

Hammond testified to a “final overall facility cost of 3.83 $/gal ... when typical 

costs for advanced wastewater treatment plants are 4 to 6 $/gal.” 
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Q* 
A. 

Q* 

A. 

DID YOU ALSO ANALYZE THE BASIS OF DESIG FOR PIMA’S WRF? 

Yes, I reviewed the engineering reports prepared by Carollo Engineers and 

Goldman & Associates and documented the basis of design and conducted analysis 

to determine if the basis of design was appropriate. I determined that the design of 

the Pima WRF is based on an annual average day of 128 gallons per residential 

dwelling unit per day (gpdupd). My full analysis is attached as Exhibit RLJ--2. 

As noted in the analysis, my conclusions are as follows: 

The residential unit flow design factor of 128 gpdupd and associated peaking 
factors were appropriate design factors to use the age-restricted Sun Lakes 
community based on information available in 1994. 

Commercial flows were appropriately estimated at approximately 10% of 
residential flows. 

WHAT WAS THE NEXT STEP IN YOUR EVALUATION OF PIMA WRF 

CAPACITY? 

I attempted to identifj changes that may have occurred since the design of the Pima 

WRF in 1994 that could impact flows today. The results of my investigation are 

presented on Exhibit RLJ-RB3. First, I reviewed the actual build-out of the Pima 

wastewater service area to see how it differed from projections used in 1994. In 

1994, the Pima wastewater service was projected to build-out at 11,237 residential 

units in approximately 2002. The actual build-out was reasonably accurate with 

respect to total residential units but occurred somewhat slower than projected. The 

Sun Lakes development, representing about 98% of the residential units in Pima’s 

wastewater service area, reached build-out in 2007 or 2008.6 This means that the 

build-out was within 5% of the 1994 projection. 

A small amount of single family residential units and some commercial/muIti-family infill remain to be 6 

developed in the Pima wastewater service area. 
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Q* 

A. 

Q. 

A. 

Q. 

A. 

WERE 

OUT? 

10 J AB E TO DISCER A REASON FOR THE OWER B JILD- 

Yes. The decline in the number of build-out units can be attributed to planned 

multi-family units being replaced by single family homes during the build-out of 

Sun Lakes. 

THANK YOU. PLEASE CONTINUE WITH THE DISCUSSION OF YOUR 

ANALYSIS OF CHANGES SINCE 1994. 

Next, I reviewed census data to ascertain if demographic changes might have 

occurred that could impact wastewater flows. As detailed on Exhibit RLJ-RB3, 

several significant demographic shifts have occurred in the Sun Lakes CDP that 

could affect wastewater flows.7 For instance, between the 2000 census and 2010 

census, housing units increased by 34.8% while population increased by only 

20.6%. The census data indicates that this disparity is the result of a 70.3% 

increase in vacant units in Sun Lakes and a 4.8% decrease in persons per occupied 

housing unit in Sun Lakes. 

DO YOU BELIEVE THE DESIGN ENGINEERS SHOULD HAVE 

PREDICTED THESE CHANGES AND ACCOUNTED FOR THEM IN THE 

DESIGN OF THE PIMA WRF? 

No. The small amount of variance in unit counts indicates that the unit counl 

projections used in 1994 were reasonably accurate and appropriate for design 

purposes. These demographic shifts noted in the census data could not have been 

accurately predicted by design engineers in 1994 and are likely to continue 

changing over time, possibly back to lower vacancies and higher persons pel 

CDP means Census Designated Place. The Sun Lakes CDP includes all of the Pima wastewater servicc 
area except 227 residential units in the San Tan Vista subdivision. 
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household. Furthermore, I do not believe regulators would have allowed projected 

demographic shifts to be considered in the sizing of the Pima WRF. 

Q. WHY NOT? 

A. Design and sizing of wastewater reclamation facilities is a heavily regulated 

process with regulators requiring the use of mandated design unit flows or 

historically observed flow patterns in projecting flows. The process is conservative 

and intended to insure that sufficient capacity will be available for flows that will 

occur well into the future. This is particularly important when a facility is being 

designed for an area at or nearing build-out, as it may not be economical or 

possible to add small amounts of additional capacity at a later date. 

OKAY. WHAT WAS THE NEXT STEP IN YOUR EVALUATION OF 

PIMA WRF CAPACITY? 

I reviewed several years of customer and flow data to see if any patterns could be 

observed. Specifically, I used Commission Annual Report data from 2006 through 

201 1 and documented the recorded peak day flow and calculated the peak day flow 

per residential unit. The results of my review are presented in Table 1. 

Q. 

A. 
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Q. WHAT KEY OBSERVATIONS CAN BE MADE FROM REVIEWING THE 

DATA IN TABLE l? 

A. There are several key takeaways from the data. 

The peak day flow and peak day flow per unit are highly variable from year to 
year. 

The peak day flow and peak day flow per unit is trending downward consistent 
with the changing demographic patterns previously discussed. 

The test year peak day flow and peak day flow per unit is the lowest flow 
recorded in the previous six years. 

The build-out peak day flow of 1.449 MGD projected by Staff for build-out of 
Pima’s wastewater service area is less than the actual flow recorded in five of 
the past six years. 

Q. 

A. 

WHAT WAS THE FINAL STEP IN YOUR ANALYSIS? 

I selected the 2010 test year and the 2007 calendar year for additional detailed 

analysis. Exhibit RLJ-RB4 provides documentation of 2007 and 20 10 sewage 

flows and related peaking factors and a comparison to design flow and peaking 

factors. In addition, peak day flows were projected using both the 2007 and 2010 

test year data and compared those results to the projected peak day flows from the 

1994 design of the Pima WRF. My analysis showed that projected peak sewage 

flows can vary significantly depending upon what data set is used to project future 

flows. 
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WRF? 

The Pima WRF was designed by professional engineers in 1994 using appropriatt 

design factors and reasonably accurate unit count projections. The 1994 desigr 

resulted in an appropriately sized facility based on the information available at tht 

time. From 1994 through 201 1, unit flows have decreased and peaking factors 

have changed causing reduced flows at the Pima WRF. The unit flows and 

peaking factors vary significantly from year-to-year making prediction of fbture 

peak day flows difficult. The reduced per unit flows are primarily the result of the 

shifting demographics of Pima’s customer base. Such shifting demographics could 

not have been predicted in 1994 and would not have been considered by regulators 

in 1997. These demographic changes may not be permanent and future peak day 

flows may increase in the future. 

Q* 
A. 

Q. 

A. 

Lastly, I further analyzed the 2 07 and 2010 data to isolate and quantify the 

impact of the various factors that have decreased peak day wastewater flows at the 

Pima WRF since the plant was designed in 1994. My full analysis is presented on 

Exhibit RLJ-RBS. Table 2 summarizes my findings. 

WHAT CONCLUSIONS DID YOU DRAW FROM THIS DATA? 

Several key conclusions can be drawn from the data. 

The reduction in build-out units since 1994 has not caused a significanl 
reduction in projected peak day flows for the Pima WRF. 

Reducing per unit flows combined with changing peaking factors account for 
nearly all of the reduction in projected peak day flows at the Pima WRF. 

Shifting demographic patterns within the Pima customer base, including 
increased vacancy rates, decreased persons per home and increased watei 
conservation account for nearly all of the reduction in the projected peak daq 
flow at the Pima WRF since 1994. 

PLEASE SUMMARIZE YOUR CONCLUSION REGARDING THE PIMA 
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111. 

Q. 

A. 

Q* 
A. 

Q. 
A. 

In other words, Pima made a prudent investment in the Pima WRF to 

provide wastewater treatment service to the homes and businesses that are 

currently connected to the plant-not some other homes and businesses yet to 

come or homes and businesses that never materialized. The plant, including the 

Phase I1 WRF at issue in this proceeding, is used and usefid in providing services 

to the customers it was designed to serve. Reduced peak day flows at the Pima 

WRF is primarily the result of changing demographics within Pima’s current 

customer base and does not indicate excess capacity exists at the Pima WRF. 

BEST MANAGEMENT PRACTICES 

DOES STAFF MAKE A RECOMMENDATION REGARDING BEST 

MANAGEMENT PRACTICES? 

Yes, Staff recommends that the Company file at least seven Best Management 

Practices (“BMPs”) in the form of tariffs that substantially conform to the 

templates created by Staff and available on the Commission’s website. The 

Company may submit the approved six ADWR BMPs and Public Education 

Program as part of the seven. 

DOES PIMA SUPPORT STAFF’S RECOMMENDATION? 

No. Staffs recommendation is duplicative and excessive, taking the Company 

beyond what is required by ADWR, the agency that regulates Pima’s use 01 

groundwater. As detailed in my direct testimony, Pima already has a public 

education program and five ADWR approved BMPs in place.’ 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 

Direct Testimony of Ray L. Jones at 5:3-16. 8 
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PRELIMINAAklY DESIGN REPORT 

Project Description 
Wastewater Chancteristics - Description of Process Options 
Phasing Cumideratiom 
Recornmeadations and Conclusions 

2 0  PROJECT DESCRLPTION 

Recent key issnes relating to effluent quantity and quality have resuIted in the need for 
moditicarions to the V r w T p  and a revised ef3I-t disposal plan. The pextimat issues inc ld  
the following: 

Hi@er level of treatment required 
Need to develop disposai or m b q e  options 
% w n d  fluctuadons in effluent supply and demand 

Soklshandling - "Good Neighbor" concerns 

capacity increases to accommodate growth within F5m.33 Fertificated area 

All watewater treatment plants are required to obtain an Aquifer Protection Permit (APP). The 
APP sramte pn>\iides that esisting bilities. suctr as Pima's, which were in existence on &e date 
the APP statute was adopted and which Bed a Notice of DispaSai (NOD) in a timely tkshioa, 
are "gradfatbered" into the program until required to fife an APP application by ADEQ. Pima 
is in the p r o ~ e s ~  of negotiathg a schedule 10 submit an APP application to ADEQ and wiil likely 
be required to file its appkation this year. 

In order to obtain the .UP. the facility d l  need to employ best ava&bIe cmtd technology 
(B- to limit the discharge of pollutants to tbe aquifer. In the cotme of negotiating a 
schedule for Pima to obtain an U P ,  ADEQ has talm the position that deniarificatian is rpqrzired 
as BADCT in order to obtain a p d t  for the hcifity, and iS rqubkg that a new plant be built 
;vi& demimfication capability in order IO obtain the APP. 



Additionid treatment is also needed to meet open access reuse standards. Currentfy, the WWTP 
generates tffiuent wbrcb meets resmcted access criteria, but upgrading the treatment capability 
will give the plant the flexibility of utilizing effluent for open access irrigation also. 

The specific wastewater characteristics include totai nimgen, turbidity and fecal coliform. Tbk 
higher degree of required treatma can be met by a coaventiud biological nitrogen rexnowd 
activated siudge system including filrratiOn and dtra-violet 0 disinfection. The following 
treamrent processes are anticipated €or this facility: . 

Metering 
Fine Screens 
Biolo$cal Treatment 
Filtration 
Disinfection 
Solids Handing 

23 

Pima needs to improve its tr?luent treatment capability so '&at effluent generated by the plant can 
meet disposal or aquifer recharge smdards. Curently, Pima reties exciusively on direct reuse 
of effluent by tbe deveIoper on golf courses, cornon areas, and fkming operaions in and 
around the Sun Lakes development to handle all of !he effluent generated by tbe plant Becmse 
water quality standards for reuse currently are iess saingent than standards h r  mdxirge or 
disposal. rhe reliance on reuse has bad the advantage of delaying impkxktatian of more 
sophisticated and expensive neatment technology required for disposai or qui& recharge, 

.Veed for Disposal or Rechrge @nun 

Pima DO Ionget can rely on direct rewe as its sole means for handling treated efnvenr because 
Pima has no control over emuenr demand it therefore needs to have a disposal andlor recharge 
option available should there be a decre3se. in such de&. Reuse demand could decrease if 
existing reuse areas are converted to orher uses (such as retirement of FBrming areas), if existing 
reuse areas were converted fiom turf to !ow-water use landscaping, or if enviromentai permitting 
requirements become too burdensome for the reuse customers. 

Pima needs to develop a recharge option to accommodate the seasonal nature of effluent fiows 
and water demand. Currently, e€iluent flows peak in the winter, ai the time when water demand 
is at its lowest. Conversety, efnuent flows are lowest in the -summer, at the time when water 
demand is hi$es.. Providing for treatment capability in order to recharge the effiueat wi3l alIow 
Pima to reduce the Itffect of seasoad fluenratious in supply and demand. 

In order to accommodate growth within Pima's certificated area, more capacity at the WWTP 
is required. The current flow is approximately 1.1 mgd. With the u l t - w  flow expected at 2.4 
mgu. The existing piant should be able to handle flows up to 1.3 mgd, but additional facilities 
will be required to handle the increased flows. 



A recent wastewater sample was tested and the foilowhg CharaCtRnsti ' c s w e r e ~  
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X I  Pretremnenr 

d.1.1 .Wemine Accurate influent flow metering is required to satisfy regulatory requirements 
mu to provide dat3 to opeme rhe marmerit t'acilities. Plant flow is pumped fiom the collection 
system by four subfi,mibie pump smtions. Wirh a potenrid peaking factor of 3.0,'a peak 
insmunmus tlow of 7.2 mgd may occur. For short periods, a l i  four pumps codd be pumping 
sf peak themore. the metering must have a hydxaulic range up to 7.2 mgd Assumed minimum 
flow is 11.20 mgd 

P3rsh3il :lunes mc xiagetic t'lowmeters were evaluated as the primary means of monitoring 
influent :Ilous. T3bie I compares these dtemarives. 

- i 
+ 1 

1 + 1 
I 

i Cost 

0 

+ 0 
I 

.I Ac,.mcy 

I h g e  ofFtow 

I il Maintenance + I 0 

- = Ycgntive 
+ = Posinve 
0 = Neutral 

PvshaII tlumes are recommended. for this project based on lower cost, ability to handle a wider 
nnge of tlow, and lower maintenance needs. 

41.2 Screens. Fine screens remove solids to improve efficiency of downsee;un treatment 
processes. The range of flow will be the same as for metehg. Static scnxks and rotadng 
screms were evaluated. These two were selected for solids removal capability, simple operation, 
and cost. Table 2 compares these alternatives: 



i 

I 
I 
I 
I 
t- 
i 
1 

1 

I 

b .  

d.I.3 Solids. %sings b m  the h e  screen has a high moisture con- and a high fecd 
content, A screeninss press is recommended to m o v e  moisture from the screenings. The water 
is rimed to the flow >meam. The resulting screenings are then hauled to the landfiII for 
disposal. 

4.3 Liquid Treatment 

4.2. Z Introducrion. To consistently produce effluent of acceptable quality, an activated siudge, 
biolosscal nuuient removal (BNR) process is recommended ?he bask requirements ofa BNR 
pmcess indude: 

- .4crivared dudge tank that provides an anoxic stage and an &red stage 
Clarifier to separate the sIudge solids from the clear effluenr 

The raw wastewater and the rem activated sludge (RAS) enter the anoxic zone and are mixed, 
KO k e q  the solids ifi nrspensiou. With mixed liquor that is recyckd from the aeration zone. T h  
provides tbe tnvironnrent for denitrifi~itio~ Niaification and BOD reduction occur in the 
aerated zone. 

Althou~$.~ there are inany accepted alternatives available KO achieve the same results, three 
alternatives we= evaluated for this project: 

Alternative l - Sequential Batch Reactor 
AIternptive 2 - Extended Aerarion 
.;\ltemgtive 3 - Oxidation Ditcb 
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The alternatives were evaluated using the following nipria: 

cost ' 

Opt iona l  simplicity and ffexi'oility 
opmitid~Wi.Iity ' 
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A pre!im1nq cost comparison was also perform& It  was itssumad tl@ the biobgicai process 
w e  would be covered, to treat odorjr The equalization tank for ttne SBR dtmwive woutd 
not require covers. The apiC2tl cost comparisod as sltoika in T&e 4, indicates &at the SBR 
system is &e bwest cost dte.muve. The system's flexibility and simplicity of oper8tion are also 
benefits. 

4.3 Solids Trwtarenr 

Most of the pollutcmrs in wiwewater are comenmted in d u d e  during the biolo$ical process. 
Economic disposal .of chis sludge requires s t a b i i  and dewatering. For this bi l i ty ,  JCE 
recsmmcnds using aerobic digesters for stabfibition, foiIowed by dewamin g to 20-25 percent 
solids concentration- to allow h & l l  disposal. 

4.3.1 Aerobic Digesers. Stabilization consists of mating &e sludge so &at funue 
decomposition by bioiogicd scaon does not occur. It re&ts in a slud3e that will mt un&rgo 
bacterid decomposition, Bas good dewatering chatacteristics, has very little adar, and a low 
pathogen content. Stabilizarion with aabbic digestion resembles the activated sludge process 
since the aerauon equipmea and tanks are sixnh. Some advantages of aembic digestiSn 
comped  to anaerobic digestion are lower capha1 cosrs,.an &des end prihct,  lower BOD 
concentration in the supernatant liquor, and refativeiy simple o p t i o n  Generally, operating 
costs are higher berx~usz of the power input m provide oxygen. 

Aeration and mixing could be provided by mechanical aerators as used h the existiog aerated 
lagoons. or by fme bubble diffusion, similar to that used in the biol@cztl process. 

4.3.2 DewPterinq. Fur landfill disposal, sludge is rem to pass a paint filter test a s  means 
the sludge must be dry enougb to show no free water. To meet this requirement, the sludge 
s h d d  be dewatered to approximately 25 percent soiids. 

Because of space restrictions. mehaniul dewztering is' recomenc&d. Cenhifirge, h i t  f5Iter 
press. and plate and fi-ame press systems were evaluated on the following niteria: 

Producaon of odor, and inherent ease of odor coatainmmt and COQUQL 
AbiIiry to achieve the target solids range; 25 percent soiids. 

Cost, both capital and operationdmaintenance (MM). 
- Operational reliabiiicy. 

Table 5 summarizes this evaluahori. 
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- ~ - 
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- + 
i i t 

I Odor Contanmeat 

Solids Reliability . + .I 

I 
I 

+ 
- I 1 0 + 

I + 0 
Operational Reliabiiiv 1 

I 

Based OR oved! COS;. capability of producing d e s i  sludge ~IYKL~SS, and odor conmi. the 
cenmtbge is preferable. For chis facility, JCE recommends insailing three cenmhges, one as 
a backup. Tnis gives reliability, and also allows dewatering in a short time if both are used. The 
centrfbse also has the advanrage of being used as a thickener &d recycling the sludge to the 
digester. 

Refer to Figure 4 fcr jdids handling schematic. 

4.3.3 Thickeninq. Siring the digesters is impacted by the ultimate disposal method. If the 
sludge is disposed in 3 landfill, there is no.minimUm retention period by regulation. The 
retention time is then based on the impact for improved dewatering- In the higher tern- 
of .-om. retention time can be reduced to 20 days in the digester. To provide additionzJ 
tlexibiliry in ultimare disposal. the disprers Will be sized for 40 days reten~on with a thickened 
sludge. 

Sizing is also impacred by the percent solids concentration maintained in the digester. Sludge 
fmm the biological process will be approximately 0.75 percent solids- The digester can operare 
ar rhis conceanatiun or use thickening to achieve up to 3 percent solids conceotratjon. It is not 
recommended to operare &e dipter at a higher concentdon than 3 percent because of mixing 
and aeration difficulties. Thickening sludge will result in a smaller-size digester. Thickening can 
also tx: used as a backip to maintain sludge retendon h e  if part of tbe digesters are out of 
Sem1ce. 

For waste activated sludge. mecfianicai thickening using a cenmfuge or Wit press is 
recommended. For this facility a centrihge is recommended for thickening. The same units can 
be used for both thickening and dewatering. 

As show on Figure 4. sMge would be dnwn out of the bioiogkd treatment basins into a 
sludge storage tank. Tie cenmfuge would then thicken h e  solids tkom 0.75% to 2.5% and 
discbarge to the digester. The sIudge storage tank will hold one days solids so the thickening; 
process c3n be operated during a day shift rather than 24 hours per day. 
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4.4 Filtranion 

In wder to produce 3n effluent with low turbidity to enhance recharge and to ailow more reuse 
opnons. :mw! riits:s are required 3t the Sun Wes WWTP. The filters proposed are tow-head. 
travelling bridge. 3utomatic backwash type filters. The media will be composed of sand 

Two Eit2rs w:il be provided. such that the filmion rate will be 2-0 gailons per minute per square 
fw.. b k . t.h . 
&e tikwon rate wouia be 4 gmsf which is 3ccqtable. The auromatic backwash filter does 
not require ~ O W R - ~ X Z X  during bacb-asb. as the mveiing bridge mechanism backwashes oue 
"sell" ;it 3 time. using filtered etliuect. The waste backwash water will b renuned to the 
bioiog:cai process. 

both sites operating. If one filter is down for maiptenance such as media repiacemenc, 

UItntioltr I U S )  ciisinfwion is recommended for the Sun Lakes plant, instead of utilizing the 
existing chlorine system. L T  will not geneme uihdornethanes (THMs) like chlorine, an 
irnpt-wt factor co~sidering that the effluent will be retbrsed into the pmdwater. LV has 
k e n  *asmi successl'uily as 3 disinfectant in Arizona, including at the City of Tempe. It is efficient 
in proCccing effluent with iow fecal coliforms concmmdons and no detectable virus levels. 

4.6 Odor Conzrol 

Odor conuoi is considered a nefe~~ary feature ofa "good neighbor" plant, especially due to the 
limited setbaqk and ,.xoximity of the site IO the planned housing devetopment Odor connol 
tonsisa of removing odorous compounds from air prior to release to the atmosphere. The 
jowces af odor 3t the Sun Lakes WWlP will be the fine screens, biological process tanks. and 
soiids ~ ~ e 3 m c ~ ) t  ares. 

The screenins 3rea mc the soiids thickeniny'dewatering area cue expected :o produce &e m m  
ocors. The odor conuoi system will provide a comp1e:e air change of the rooms every two 
minutes. The SBR 3tnd digester tanks will be covered with concrete deck or fiberglass covers 
and the air space unuc: the covers wiil be scrubbed as we!l. The f3ters and LV disiniecuon area 
will not be trmred for &om. 

The odor control system proposed is a nvo hmge wet scrubber sysrexn. The system is er'ficient, 
low-profile and compieteiy packaged The *ern is based on multi-stages of scrubbig, 
tncluding gas conditioning and distribution, followed by LWO a g e s  of high efficiency cross flow 
packed bed sections. 3 mist eliminator and integral recircularion m p .  The odors are neutralized 
using " csustic solution IXaOH) and a dilute sodium hypochiorite solution (NaOCl). The expected 
efic:sncy of odor removal is 95-99 percent. 

4.: Stand&y Power 

Smdby power IS required by ADEQ, and will be provided at the WWTP. It is proposed to 
ucslize a dieset genentor. capable of m i n g  the 3emtion blowers, the centrifuses, the filters and 
distnfectron sys:em. Other uon-critical loads will not be connected to the g m t o r  s y s m .  
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Provide odor scrubbing facilities for tbe oc5or gewx&ng pcessts. 

is 





10. 

11. 

Provide diesel generator as requimj for standby power. 

Budget cost esrirplate for this project is as shown in Table 6. 
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INTRODUCTION 

The purpose of this study is recommand the most cost effective 

scaging strategy for the proposed Pima Utility Wastewater Treatment 

Plant ( W T P ) ,  S u n  Lakes, Arizona. The proposed plant will be sized 

to serve a peak day of the peak month flow of 2.4 MGD (million per 

day) flow which is required when Sun Lakes is built out, projected 

for 2002. The plant is expected to be operational in December, 1996 

and w i l l  serve a projected peak day flow of 1.6 MGD during the peak 

month of March, 1997. 

METHOD OF ANALYSIS 

John Carollo Engineers (JCE) has prepared a draft Preliminary 

Design Report for the Pima Utility Wastewater Treatment Plant. This 

plant has analyzed various alternatives on a cost  basis with s o m e  

consideration for phasing. This report will utilize the cost 

figures developed in that report to consider phasing alternatives. 

PLANT DESIGN CONSIDERATIONS 

The 3CE Report reviews various alternatives in detail. Common 

design considerations for a l l  alternatives are: 

. Effluent mst be suitable for groundwater recharge 

After 1997, there will not be sufficient land available 
for effluent disposal during winter months using 
irrigation, since effluent generated by the plant will 
exceed the irrigation demand of the effluent reuse sites. 
Effluent will need to be stored. The most efficient plan 
is to use the aquifer for storage .and accomplish recovery 
using existing irrigation wells. The effluent will need 
to treatec? to a water quality level that will not cause 
or contribute to a violation of aquifer w a t e r  quality 
standards when the effluent is used for recharge. This 
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treatment will include denitrification to reduce nitrogen 
concentrations to drinking water levels (less than 10 
mg/l), Uv disinfection to reduce fecal' coliform wd 
enteric viruses to very low levels, and tertiary filter 
t o  reduce the turbidity .of tbe water (required ta promote 
W disi.nfections and miaiwize clogging oif the recharge 
wells), also to allow open access reuse of efflvent 
during the summet aronths when irrigation beauand excebds 
available flow. 

Odor Control i s  required 

A 1,000 ft. setback i s  required for a WWTP over 1 MGD 
unless noise and odar control is incorporated into the 
design. Unit 35 is located west of the plant site and is 
scheduled for grading in May, 1995. Non of the lots 
within 1,000 ft. of the plant can be. glatt& and sold 
until the plant has odor control. In addition, the area 
west of the plant is on the Gila River Indiap C o m i t y .  

BRDCT Requirements for the Aquifer Protection Permit 

The. new plant will be req\iired to Qbtaia an Aquifer 
Protection Permit and will be requtred to m e e t  B3uDcT. 
(Best Available Demonstrated ' Control Technology), 
although ADEQ has not published a definitive BADCT 
policy, current BAOCT is understood to be nitrogen 
removal, W disinfection, and tertiary filters. The plant 
w i l l  meet these standards, 

Reliability . 

The plant effluent will be recharged into the aquifer. 
This implies that "end of pipe" effluent quality .must 
reliably neet a staadilrd that w i l l  not cause or 
contribute to a violation of aquifer water quality * I 
standards. This Itequfrea . that effluent quality be : 
preserved in the event 0f.a unit failure, which implies 
the need for back up systenS for critical plant elements. 

Simplicity and Proven Technology 

There are many technologies available. Some of the 
manufacturers of new technology promote energy and 
capital cost savings but cannut deinonstrate a proven 
history of reliability. These technologies ate not 
appropriate for Pima Utility. The goal of the curreat 
pima Utility project is to canstruct a zvliab3a p l a t  
that requires a m i n m  of operator attention; has 
reasonable enerw, chemical and maintenancerequireiaents; 
and minimizes utility rates for the rate payers. 

2 
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Solids Xanagement System 

Operation of an activated sludge sewage treatment plant 
required wasting of biosolids on a continual basis. 
Organic material in the sewage is stabilized through the 
growth of bacteria referred to as bi&s, "older" 
batches of bacteria will be less efficient in rea~oving 
organic matter through metabolism and can cause foaming 
and other operational problems, therefore' biomass must be 
removed from the system to optimize the process. W h e n  the 
plant opens in h n u i r y 8  1997, the peak day flow is 
expected to be 1.6 MGD. Sludge management systems can be 
sized for average daily flows which will be about 1.3 
NGD. About 44,600 gallons of liquid sludge per day will 
be removed from the biological reactor, this amounts to 
2,800 dry weight pounds of sludge per day. If the solids 
management system is not efficient or has limited 
capacity, the reactor performance will suffer and the 
plant  could fail to meet discharge standards. 

The plant elements are: 

. Flow metering . Fine screens . Biological Treatment . Filtration . Disinfection . So I i d s  Hand1 ing . Odor Control 

Each plant element will be examined t o  develop the most cost 

e f f e c t i v e  phasing plan. 

PROJECT SUBDXVISION APPROVAL AND PLANT FLOWS 

The Sun Lakes Development must show that sufficient sewage 

treatment plant capacity e x i s t s  or is under construction in order 

to obtain approval of subdivision plats. In addition, the Maricopa 

County Department O€ Environmental Management (MCDEM) has a policy 

that requires a new plant or plant addition be designed w h e n  the 

existing plant reaches 80% of capacity and he under construction 

3 



when plant capacity reaches 90% o f  design flow. 

Currently there are 6,868 platted lots ole w h i c h  5,867 fat  have 

homes constructed aad are connected to the iSewer system. Thus, 85% 

of the platted lots generate sewage..Siince flows should not exceed 

90% of constructed plant capacity (until build out), using platted 

lots to project flows would not result fn significant excessive , 

plant capacity. Therefore, for the purposes of this study, plant 

flows will be projected using glatted.lots. 

Historical f l o w  records and the forecast of 330, platted lots 

per year were used together with an estimate of multifamily units 

to project the amount of sewage flaw to be treated at  the plant. 

These flows are used to estimate required treatment plant capacity 

and to calculate the reuse w a t e r  balances. 

T a b l e  1 presents historical data bn the number of usiers 

connected to the Pima Utilities sewer system and the sewer fIows 

generated by the plant for irrigation. During this period flows 

w e r e  measured using propeller meters on the effluent force hains8 

since March, 1994 the plant has an influent flow meter. 

TABLE 1 

I 
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NO.. OB UNITS Am. @lkZ&ON 

Sewage f k w s  in Sun Lakes are seasonal. Historical recorexS 

from 2987 to 1994 w e r e  used to estimate the mosrthly f L o w . t r a r i a t i o a ,  

as shown in. T a b l e  2. These factors were used t o  evaluate the 

capacity of the plant during summer a-ad winter conditions. 

TABLE2 . . 
MONTHLY PLOW DISTRfBUTION 

October 
November 

1.23' 

The above data was used t o  develop a per wit flow of. 167 

E J 



i '  

. 
gallons per .day per unit for th+ peak month (March), w&h i s  

converted into the peak day of the peak Otontb asiag a factor of 

1.17 yielding 195 GPD/unit. flow. This figure was  eclmbiaed w f t h  a 

projection of 324 platted lots per year, estinates o f  awltifarPilp 

developseat (wing the swne per unit flow), and estbnates of 

commercial development to develop. T a b l e  3 of projected flows. 

TA3LE 3 
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ENGIp3EER'S COST ESTIMATE 

The following table is the Engineer's CosZ: Gst&uate for the 

2.4 MGD Sun Lakes Plant. 

TABLE . 4  

Contractor overhead and profit and %$% for cofitik&n&s. 
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p&ersING &fALTsIs 

I, SEQUENCING 3ATCR REACTORS 

The Sequencing Batch Reactors ate the.most costly element of tbe 

plant. They amount to over 34% o f  the construction cost. The 

reactors are concrete tank. Each taak i s  equipped with difgusers 

for aeration, mixers for the aaoxic drznitxificatfon time period, a 

decanter to remove treated effluent at the of 0ach batch and 

sludge pump for sludge wasting. The tanks have a c~rma~n PLC 

(Progrmable Logic Controller) and blokx system each having its 

own backup. A 122,000 gallon equa1isiatio.n tank and p m g  is required 

to reduce the decant flow of 3,700 9pnr to '1,700 gpm, the rated flow 

for the tertiary filter and W disinfection system. 

There are three 1-26 million gallon t e s .  Each tank is 

designed to handle 4 batches per day, is c & of treating 

400,000 gallons per batch or an equivaleat 3 hour peak flow of.4-8 

MGD. The JCE reports recommends. that two tanks are needed to treat 

the 1.6 mgd flow and 3 tanks are required for the ultimate 2.4 mg6 

flow. 

A review of T a b l e  2 reveals that by. 1997 the peak n#mth flaw 

will be 1.699 MGD. This will already =Geed the 1.6 W D  capacity of 

two batch reactors. Therefore, there is no advantage in phasisg the 

batch reactors. All three s h w l d  be constructed and equipped as 

part of the f i r s t  phase. 

SLUDGE THICKENING AND DEWATERING 

This element of the project amounts to about 20% of the 

8 



project. T h i s  portion of the project redUCeS. t h t3  VQlUme of the 

sludge wasted from the batch xeactws by 70% redwes tbe mlwne 

of sludge out of the digester by 90%; to a 25% CCJnCBlZat iOn,  

suitable for disposal at d landfill. Table 5 i2lustraied the 

projected volumes. 

TABLE 6 
SLUDG~.PRODUCTION Sl]lbNTZTIES 

. .  

The above projecticins are far the peak day. However, meeting 

peak day damad is not since the aerobic sludge digester.wil1 

have 40 days storage and the volme of the sludge will be reduceit 

during the summer when the flows are only 501.of the winter flows 

9 



. .  

and the sludge generation will be less. Another factor that allows 

phasing is the sludge projection which is based on 100% of BOD, 

removed, the sludge produced may be 60 to 80% of BODS r-ved which 

would reduce the critical peak day requirements. For CoiuparisQn, 

Table 8 considers the hours of operation of the thicRenixag.and 

dewatering equipment. The 3CE Study reconmiends wing centrifuges to 

thicken and dewater. The equipment is enclosed and w i 1 . 1 '  not 

generate odors, and the same equipment can be used for thickening 

and dewatering by changing the 'feed rate. By the way, the catrate  

liquid removed by the centrifuge.wil1 be pumped to the headworks 

for treatment. 

TABLE 8 
CENTRIFUGE USAGE 

AUERAGE DAY OF PEAK MOMTI3 

USAGE OF TWO 
CENTRIFUGES FOR . 

Table 8 is a derived by combining the thickening and 

dewatering time and dividing by two, the number of centrifuges in 

10 
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the  first phase. Two centrifuges can suffice until the year 2000. 

A t  this point if one centrifuge is down for a long period of time, 

then even. a double shift will not be able to keep u3 with .the 

thickening and dewatering requirements since two hauts are required 

daily to s w i t c h  the remaining centrifuge from thickening to 

dewatering and one hour is needed per shift for routine cleaning. 

and maintenance. Thus a third centrifuge should be purchased. and 

installed. The three centrifuges will suf fke  for full capacity 

requirements. 

AEROBIC SLUDGE DIGESTXON 

Aerobic sludge digestion is requised to stabilize the sludge 

for disposal. EPA 503 regulations require 40 days to allow disposal 

an agricultural land. Although permitting i s  required, land 

disposal may prove cheaper than landfill disposal and this option 

is reserved. Since the quantity of sludge will increase with time, 

it is possible to phase the aerobic digestion portion of the 

project. JCE proposes using three tanks, building all the tanks 

now, but equipping only two. T h i s  will result in.pYlasing me 

blower, diffuser equipment, and mixer equipmat to the future. 

Again, the year 2000 is projected for the second phase. 

FI LTRAT1,ON 

There are t w o  filters proposed in the JCE report. Filter media 

has a finite life. After a period Qf a few years, the nedia need to 

be replaced. One €%Iter can handle the entire flow of the plant, 

especially if the second filter i s  out of cuminission during the 

summer when the flows are l o w e r .  It is possible, however, that the 



automatic backwashing mechanism could break down during a peak flow 

period. If this occurs, one filter could operate properly over a 

period of time. Since the spare filter is needed for standby at all 

times, there is no opportunity for phasing. 

W DISINFECTION 

UV disinfection can be phased by adding additional lamps and 

ballasts when flows increase. The phasing is again scheduled for 

the year 2000. The concrete channels will be constructed, the 

additional lamps and ballasts will be added in the future. 

FINE SCREENS 

The fine screens are sized ror the peak flow during the peak 

day and have a standby manual screen i f  the flows exceed the peak. 

The plan is to install one fine screen and one manual screen 

together w i t h  the screening dewaterfng and disposal storage system. 

A second fine screen will be added inkthe future. 

OTHER ELEMENTS 

The influent metering, odor control, operations building, and 

standby generator do not lend themselves to phasing. They will be 

constructed for the full capacity. Also, the sitework, piping, and 

electrical controls will be installed for f u l l  capacity, to allow 

the phased equipment to be installed without.interfering with the 

operation of the plant.  

SuMplRRY 

Table 9 applies costs to the phasing strategy explained above- 

The costs are t a k e n  from the JCE Pima Utility Preliminary Design 

Report. Estimated costs are adjusted for a 5% sitework, 15% 

12 



electrical, and 10% piping costs. The subtotal of the adjusted 

costs are further adjusted for contractox overhead and profit of 

12%. The second subtotal i s  adjusted finally for 10% contiaqacies. 

Only the contractor overhead and profit and contingencies 

allowances were applied to the future ghased cost since it is 

anticipated that all the sitework, piping and electrical work will 

'be included in the original project. 

TABLE 9 
PROJECT COST AERI ,PHASED COST 

4 , Filtration $159,200 9.23% 1, 2.4 I 
5 UV Pisinfectioa :-  $291,000 #77,3@ 1 

7 Tkicfening/Devatering $1,04O,008 $1,665 , 700 1-6 $m,w 

1 
6 llerobic Digestiau $663;lOIl,. 12.91t 1 1.6. . $6Y,too 

8 Odor Control , $110,500 1 $117,000, , 2.153 1 1.1 I 

9 Qeratio? Building $1 7% 000 

10 $365,500 Standby Generator. 

?MAL 35,135,600 $518,200 

f $633,422 

. 

I TOTdL poM86 EQUIPHER RRi ALLWc89 (6EI iW BBD COllfIX6EBCIW 

FIST PaJLE PROJecT 
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ik 15 4 47 f#'?Jq 
Dei-, ' p r  r. ,? I' OPERATION AND IMAIN"FENApJCE BUDGET 

FOR 

AUGUST 1994 

P,- ' I "  
4 t i  , ,> -. 

I PJNAlmLrrYcoMPm 

The followbg report d&es zhe o p d u n  and mahtamcebudgetaxy re- Of* 
pmpsedYVaterRec~onFa&y. Thisfki&tyiscrrrremrtlyoperatedss~ed 
lagoon, whicb is processing appmxhatdy 1. I lWbn Gdbus par Isay (lid=). A w 
fkility is under design that win have an likimate wacky of24 Ma. hr the interest of 
&g the cost to the coasumerthe hcitityisbeing itsignmi in phases ~ S I E  

equipment units will not be irmstatled until the flows iP- to the BCitity and r.eqzlire the 
added capacity. The budget will have to be revised as these equ$ment Uaits are placed 
into operation. It is anticipated that the new fiiciby Wiu treat a flow of 1.6 MGD.when it 
is phced into operation. 

The budget which is presented is for a Eacility that is processing 1.6 MGD and has the 
following treatment process 

I. 

Metering. 

e Filtration 
e Ultraviolet Disinfection 

Aerobic Digesrion 

FmeSaeens 
Biotogid Treatmeat (Using SBR tedinology) 

Mechanical Solids Handling 

lhe efftuent that will br: produced firom this facility will meet the requkmeats ibr direct 
effluent reuse and e&mt storage aid recovery. Biosotids which are produced at the 
fkcility wiIl be budgeted for disposal at the Maricopa Cormty Lstadsll m Queen Creek. 
This budget does not estabGsh a value for the efient which is produced at &e tk%ty- 

Becaw the h a 1  design of equipment and facilities has not been performed it is nece~~ary 
to estimate some of the costs associated with power and cb&& me estimate of 
burqower tbat is listed in the design report will be used rmtii the equipment units are 
finalized. Because the value of tfris tine item is so large 1 is recodamended that it be 
remsed as more detailed Sowtion is available. 

The major areas of budg&g are listed ky program area. Because the fidity has been 
designed to operate as efficiently as possl'ble the k e d  costs of the budget can be defined 
as fohws: 

.... 

Exhibit D 

. .  
r ... .... <̂ *a&* 



The vaJiable costs of the budget can be def’med as follows: 

Persoand Services - estimated salary savings 
Contractual Services - electricity, urnspurtation, groundwater fee, water, 
landfill fee 
Commedities - p r o w s  c h d c a l s  

By dividing the budget into fixed and variable costs the impact of increased flows and 
b&g to the ueatment p U  can be properly factored into the fees &st are charged for 
waszewater services and higation watet delivered It is recoxnmembd th a &e schedule 
be dwdopezi that will secover the cost of providing &e bigation water Fhat is delivered to 
the development. in addition the vatue of the &em that is recharged should be 
considered ,bl the overall devdopmat of a new rate strucrme for tbe e. 
Tbe artached table defines the tine item allocations that are recommended for the budget. 
Baause f do nos have adequate information regarding many of the accounthg md 
administrative charges those items should be completed by your fmancial and 
m;mageqent StafE 

if you have any quduns. regarding this infomathn PI- feel free to contact me- 

ThankYou . 

EUSf 

sunbudg 
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1.6 MGD 

2.4MGD 

WATER 
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the design report. f bave listed budgets for Simisar operating hcilitks as a background 
rehence. 

This cost does not include expenses associated with the cdektion system or &ent 
deti3ucry and recovery -ems 

The&@ e a ~ ~ h s s ~ ~ ~ t h e C O n n e c t e d h O ~ o w e r a s 3 M f o r t h e P ~  

staadswf f o d  of hor~epa~er  x BOWS x .748 

&&ties. The cenuifbge operates 7 hours pet day jive days per we&. The ukmidet 
tbinhtion unit uses 12.3 KW to treat the &luent prior to rewe or recharge. Us& &e 

year for electricity the cost is as f o h  
plant processing equipment- 307 hp x 24 W d  x 365 daylyr. x .748 eiikkncjr fkuor x 
$0.08 per K w b  $160,9Z8.00 
ultraviolet disinfectim 12.3 Kw x 24 hr/d x.365 d/y. x SO 08 K+ %8,6 19.00 
centdbge operation 150 hp x 7 W d  x 5 d/wk x 52 wklyr. x .?48 x $0.08 Kwhr= 
$1 6.3 3 6.00 

This figure can be admtd for seasonal fiow variatians Wead ofesabkhiug it at an 
averase flow throughout tbe entire year. The vahte can be adjusted by Twa 
1.6 MGD 

2.4 MCD 

GENE3U.L I " C E  

x $0.08 PW ~W€IP $ . p e r  

total$143,13O.O0 

total $214,695.00 

7hk is a cost that tbe finact department can caBculate. 
value of 38,900.MH).O. 

aew facitiry has an estimated 

The iamrmce carrier has indicated that the premiwn for de h&ty wili be: 
1.6 MGD 

2.4 MGD 
total 525,000.00 

total s37.500.00 

ADMINETMTIVE COSTS 

Tbis is a cost that the finance department can caladate. 

OVZR€WAD COSTS 

This is a cost that the fiamce department caa caEculata 



LEGAL 

This is a cost that the finance depamaent can calculate. 

ACCOUNTING 

This is a cost that the fnrance; department can csrlculate. 

REGULATORY COMMISSION 

Thlc is a cost that the tinance department can calculate. 

TEST YIL m RATE COSPTS 

This is a cost that b e  finance department can dadate. 

This is a cost that &e finance department can calcutate. 

COMPUTER TIME 

This is a cost that the h c e  department can &date. 

RENT 

T!& is a cost that the finance depamnent can calculate. 

BAD DEBTS 

This is a cost that the finance departmakt can calculate. 

AMORTIZATION ON COMPIJTER COSTS 

This is a cost that the 6imnce department can calartate. 

ADlORTlzITlON ON REUSE PERMIT 

It is recommended that these costs be d e w  based upcnr the intbrmation that Mr. 
Goldman is developing not only for tbe reuse permit but for the aqwifez prcmcth perrmit 
and the storage and recovery permit. This infonrrstioa iS not aMirsble at tihis time. 

This is a cost that the finance department can calculate. 



DEFERRED iNCOME TAXES 

This is o cost that the lbance depastment can calcutate. 

This is a cost that the tinauce d e p m t  can d e .  

This is a cost that the finance department can ciddate. 

LABORATORY FEES 

Thisbudget item covets the cost of State Certified L;tborstory testing tedatedto qmaihg 
permits at the facility. Because these permitshavenat been fidzedthe casts fbrthis 
category are estimated based upon the costs e r r p e r i d  at other r d a m a ~ ~  - f 5 d i t k  
The cost for this item is: %25,OOO.OO 
1.6 MGD 

2.4 MGD 
totat $25,000.00 

total 337,500.00 



1.6 MGD 

2.4 MGD 
total $39,347.00 

total S59,OZ 1-00 

The primary process &mid will be poiper which will be used to eahance the 
perfommce of the centrifuge duriag the thicfrening and dewatering openrtions 

This~~alcnn~purchssed~marut-rtbenrofsupp~~throtriJba~rL:of~~ 
representatives The budget price ibr this chemical is $2.00 per pound inckrdirig fieigbt. 
The CeOtrifEzge wiil use 4 pounds per cky ton of SOB& p r o d  during the thickening 
mode and 15 potmds per dry ton of solids processed during the dewatering mode. 

The &5&y 
MGD. When the flow rate is 2.4 MGI) the shdge productiojli Win be 2.5 tins per by. 

produce approxbtdy 1.7 dry tons of mBds per day at a flow rate of 1.6 

The ChdCaJ cost for thickening is: 
$t.OO/#  poly^^ x 4 #/ton x 1.7 tons producdday x 365 day/yr= $4,964.00 

The chemical cost for dewatering is: 
$2.00/# po€pwr x 15 #/ton x 1.7 tons producedl day x 365 daym $13,615.00 

It is r e c o d d  that 4- 100 3 confainefs be budgeted for maintenance dk&&ctm t tobe 
used throughout the facility. The cost of this CbemOcal is %400.00 per loo#. 
4 contahers @ S400.00 = 1,600.00 

Thk 6 p e  can be adjusted for seasonal flow variatiooS instead of estaMishing it at an 
werage flow throughout the entire year. The &e can be adjusted by 77%. 
1.6 MGD 

2 4  MGD 
t d  $19,388.00 

totd 329,082.00 







.. _ -  

. .  

.. .. , 

. .* 

I . .  
. !: 
; 'I 

I 



Pima Utility Company 

Ray L. Jones Rebuttal Testimony 

Exhibit RL J -RB2 



Pima Utility Company 
Review of WRF Basis of Design Exhibit RW-RB2 

Prepared by ARICOR Water Solutions 

- Line 

Basis of Design: 
1 Unlh Sew ed IBuildautl 
2 Platted Lots 
3 Multi-Family Units 

4 Total Units [Lnl + Ln2] 

Goldman Report Carollo 

&2 &?5 peference ReDort 

9,289 n/a 9,289 Table3 
1,948 n/a 1,948 Table3 

11,237 11,237 

5 
6 Peak Day Flow (MGD) 2.169 0.224 2.393 Table3 
7 Factor - Peak Day/Max Month 1.17 1.17 1.17 Pg.6 

8 Max Month Flow (MGD) [Ln5/Ln6] 1.854 0.191 2.045 
9 Factor - Max Month/Ann. Avg. Day 1.29 1.29 1.29 Table2 

10 Annual Average Day [Ln7/Ln8] 1.437 0.148 1.586 

Flows and Peakina Facton KWild-outl 
2.400 

1.600 

11 
12 Peak Day (GPDUPD) [Ln6/Ln4] 
13 Max Month (GPDUPD) [Ln8/Ln4] 
14 Annual Average Day (GPDUPD) [LnlO/Ln4] 

193 20 213 
165 17 182 
128 13 141 

Comparison of Design Unit Flow to Historic Metered Flows: 
15 1992 Annual Average Day (GPDUPD) 130 2 132 Table 1,5,286 Units 
16 1993 Annual Average Day (GPDUPD) 125 2 127 Table 1,5,613 Units 

17 Average of 1992 and 1993 128 2 130 
18 Difference from Basis of Design [Ln14-Ln17] 0 11 12 

Comparison of Published Deslgn Factors to Design Factors Used by Pima: 
published Residential Design Factors 

19 Persons per Dwelling Unit (Age-Restricted) 1.8 (AZ-AM 1.9, JU 1.8, Surprise 1.8) 
20 Flow per Capita (Average Day) 80 (ADEQ and multiple providers) 

21 Age-Restricted Residential Avg. Day (GPDUPD) 144 [Ln 19xLn 201 

Pima Residential Desim Factors 

Pima Unit Design Flow - Percent of Published 
22 Pima Unit Design Flow 128 [Ln14] 
23 88.8% [Ln 22/Ln 21) 

Commercial Design Factors 
24 Commercial Typical Design Factor 
25 Commercial Typical Design Factor 
26 Commercial Typical Design Factor 

20 gpd/empl. ADEQ Acres to EaualO.148 MGD Used bv Pima 
1,500 gpd/AC AZ-AM 98.9 acres 
LOO0 gpd/Ac JU 148.4 acres 

Discussion: 
Capacity of the Pima Utility Company WRF was determined in 1994 pursuant to design reports prepared by Fred Goldman &Associates 
and John Carollo Engineers. The reports based their design flows on historically measured wastewater flows for calendar years 1992 
and 1993. 

The residential unit flow design facton used are about 89% of published residential unit flow design factors for new age-restricted 
developments today. In 1994, the Pima Utility Company service area was at approximately 50% of build-out with little commercial 
development. Commercial flows were estimated at approximately 10% of residential flows. The estimated build-out commercial flow 
of 0.148 MGD represents 100 to 150 acres of commercial development using published commercial design factors. 

Conclusion: 
The residential unit flow design factors and peaking factors were appropriate design factors to use the age-restricted Sun Lakes 
community based on information available in 1994. Commercial flows were appropriately estimated at approximately 10% of 
residential flows. Both residential and commercial flow factors are less than factors published for use during planning of age restricted 
communities today. 
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Exhibit RLJ-RB3 

Pima Utility Company 

Prepared by ARICOR Water Solutions 

- Line 
Unit Counts Residential Units Customer Counts 

Platted (SF) Multi-Family Total Residential Commercial Total 

1 Actual End of Test Year' 9,946 400 10,346 9,946 105 10,051 

3 2010 Projected Build-Out Units 10,001 700 10,701 10,001 134 10,135 
4 
5 1994 Projected Build-Out 9,289 1,948 11,237 Table 3, Goldman Report 
6 
7 Difference (1994 t o  2010) 712 (1,248) (536) 
8 Percent Difference 7.66% -64.07% -4.77% 
9 

2 Projected Growth to  Build-Out 55 300 355 55 29 84 

* Mukifamily units are master metered commercial accounts. The current 400 MF units equal 13 commerdal accounts. 
Discussion: 
Current projected Pima Utility build-out unit counts are within 4.77% of the unit counts projected in 1994 and used for sizing the 
Pima Utiliiy Company YRF. The minor reduction in unit counts is the result of planned multiifamily units being replaced with 
lower density single family homes. 

Demographic Changes: 
PoDulation Der Unit 

10 Population 
11 Dwelling Units 
12 Persons per DU 
13 
14 VacantDUs 
15 Occupied DUs 
16 Person per OK. DU 

Discussion: 

Data Source, Coverage and Year 
us. census ADWR US. Census U.S. Census 

Sun Lakes CDP Sun Lakes CDP 
2010 

6,578 9,916 11,936 13,975 
4,356 6,552 7,746 10,028 
151 151 154  1.39 

Sun Lakes CDP Pima Utility 
- 2000 1995 2ooo - 

1,063 1,810 
6,683 8,218 

1.79 1.70 

2000-2010 
Chanse 

2,039 
2,282 
(0.15) 

74 7 
1,535 
(0.09) 

2000-2010 
Percent 
Chanee 

20.6% 
34.8% 
-9.wo 

70.3% 
23.0% 
-4.8% 

Population per unit has declined since the Pima WRF was sized in 1994. The decline can be attributed to a dramatic increase in 
vacant units as a percentage of total units and a significant decrease in persons per occupied unit. These significant demographic 
changes can be expected to cause reduced average sewage flows and reduced peak sewage flows. 
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FENNEMORE CRAIG 
A Professional Corporation 
Jay L. Sha iro (No. 014650) 

Phoenix, Arizona 850 12 
Telephone (602) 9 16-5000 

Attorneys for Pima Utility Company 

3003 Nort K Central Avenue, Suite 2600 

BEFORE THE ARIZONA CORPORATION COMMISSION 

IN THE MATTER OF THE APPLICATION 
OF PIMA UTILITY COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE FAIR VALUE 
OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN 
ITS WATER RATES AND CHARGES FOR 
UTILITY SERVICE BASED THEREON. 
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OF PIMA UTILITY COMPANY, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE FAIR VALUE 
OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN 
ITS WASTEWATER RATES AND 
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BASED THEREON. 
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FENNEMORE C R A I G  
A PROFESSIONAL CORSORATION 

P H O E N I X  

I. 

Q. 
A. 

Q- 

A. 

Q. 

A. 

Q* 

A. 

Q* 
A. 

[I. 

Q. 

9. 

INTRODUCTION AND PURPOSE OF TESTIMONY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Ray L. Jones, P.E. My business address is 25213 N. 49th Drive 

Phoenix, Arizona 85083. 

ARE YOU THE SAME RAY L. JONES THAT FILED DIRECT ANC 

REBUTTAL TESTIMONY IN THIS CONSOLIDATED DOCKET? 

Yes. 

HAS ANYTHING CHANGED WITH RESPECT TO YOUR 

EMPLOYMENT OR RESPONSIBILITIES? 

No, I am still owner and principal of ARICOR Water Solutions LC, and I am 

testifling on behalf of the Applicant Pima Utility Company (“Pima” or the 

“Company”). 

HAVE YOU REVIEWED THE SURREBUTTAL FILINGS MADE BY 

STAFF AND RUCO? 

Yes. 

WHAT WILL YOU ADDRESS IN THIS REJOINDER TESTIMONY? 

My rejoinder testimony is limited to addressing Staffs conclusion that Pima’s 

2.4 million gallon per day (“MGD”) Water Reclamation Facility (“WRF”) has 

excess capacity and the related Staff recommendation that the cost of the Phase I1 

WRF be excluded from Pima’s rate base. 

WATER RECLAMATION FACILITY (WRF) 

HAVE YOU REVIEWED THE SURREBUTTAL TESTIMONY OF 

MARLIN SCOTT, JR. AND CRYSTAL BROWN REGARDING CAPACITY 

AT THE WRF? 

Yes. 

1 
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F E N N E M O R E  C R A I G  
A PIOFESSIO~~AL CORQDFLAT~ON 

PHOPNIX 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Q. 

A. 

HAS MR. SCOTT A TERED HIS CONCLUSIONS OR 

RECOMMENDATIONS REGARDING THE WRF? 

No. Mr. Scott continues to consider the 2.4 MGD WRF to have excess capacity a 

this time. 

HAS MS. BROWN CHANGED HER POSITION REGARDING THE WRF? 

No. Ms. Brown continues to recommend exclusion of $598,468 in plant costs anc 

$356,088 for excess capacity plant that she argues is not used and usehl. 

DID MS. BROWN ADDRESS YOUR REBUTTAL TESTIMONY POINTING 

OUT A TECHNICAL PROBLEM WITH THIS ADJUSTMENT? 

No. Ms. Brown did not address the issue and did not correct her schedules tc 

reflect the updated amounts I provided. Staff’s adjustment, which I continue tc 

disagree with in principle, should be a $595,468 reduction to plant in service and a 

reduction to accumulated depreciation of $3 54,303, if adopted. 

WHY DO YOU DISAGREE WITH STAFF’S CONCLUSION AND 

ADJUSTMENT? 

Because Pima’s investment in the facility meets the requirements unde1 

Commission rules for inclusion in rate base. Two definitions contained in 

Commission rules establish the requirement for the inclusion of plant expenditures 

in rate base: 

A.A.C. R14-2- 103A.3(h) defines “original cost rate base” as: 
An amount consisting of the depreciated original cost, 
prudently invested, of the property (exclusive of contributions 
and/or advances in aid of construction) at the end of the test 
year, used or useful, plus a proper allowance for working 
capital and including all applicable pro forma adjustments. 

Investments which under ordinary circumstances would be 
deemed reasonable and not dishonest or obviously wasteful. 
All investments shall be presumed to have been prudently 

A.A.C. R14-2- 103A.3(1) defines “prudently invested” as: 

2 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

F E N N E M O R E  CRAIG 
A PIIOFEII IO*AL CORPORATION 

P W O E W l X  

Q. 

A. 

Q. 

A. 

made, and such presumptions may be set aside only by clear 
and convincing evidence that such investments were 
imprudent, when viewed in the light of all relevant conditions 
known or which in the exercise of reasonable judgment 
should have been known, at the time such investments were 
made. 

Taken together, these rules establish a two-pronged standard for inclusion in rate 

base. First, the plant investment must be prudent, and second, that the plant itsell 

must be used and useful. 

DOES THE WRF, INCLUDING THE PHASE I1 WRF, CONSTITUTE 

PRUDENTLY INVESTED PLANT? 

Yes. As I testified in my rebuttal testimony, “...the design, sizing and phasing of 

the Pima WRF, including the Phase I1 WRF, was a reasonable and prudent decision 

based on sound engineering analysis that considered all relevant information 

available at the time the decision was made.”’ In his surrebuttal testimony, 

Mr. Scott reiterates his support of the project from the 1994 financing case and 

does not take any issue with my extensive rebuttal testimony addressing prudency. 

DO YOU BELIEVE THE WRF, INCLUDING THE PHASE I1 WRF, IS 

USED AND USEFUL IN THE PROVISION OF SERVICE TO PIMA’S 

CUSTOMERS? 

Yes. As I testified in my rebuttal testimony, “...the Phase I1 WRF project is an 

integral part of the WRF, all of which is in service and used and useful in the 

provision of wastewater treatment by Pima.”2 

Rebuttal Testimony of Ray L. Jones (“Jones Rb.”) at 2: 17-20. 
Id. at 2:15-16. 
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WHY DO YOU BELIEVE THE WRF, INCLUDING THE PHASE I1 WRF 

IS USED AND USEFUL? 

Because it is in service providing substantial benefits to Pima's customers. I havc 

investigated the history of the WRF, spent time at the WRF and talked to thc 

operators of the WRF in reaching my conclusion. It is clear to me that the entirc 

plant, including the Phase I1 facilities, are physically used each and every day ir 

the provision of wastewater treatment services by Pima. Furthermore, the existini 

customers of Pima clearly benefit from the added capacity the Phase I1 component: 

provide. 

WHAT BENEFITS DO PIMA'S CUSTOMERS RECEIVE FROM THE 

PHASE I1 CAPACITY? 

Pima's customers receive several benefits fkom the Phase I1 capacity, including the 

fundamental benefit of being able to live in Sun Lakes. The Pima WRF, including 

the Phase I1 capacity, was a regulatorily required element of the infrastructure 

serving Sun Lakes. If the Phase I1 capacity had never been constructed, many ol 

the homes and businesses in Sun Lakes could not have been built. 

PLEASE EXPLAIN. 

Based on the information available in 1994, Pima's engineers and its regulators 

concluded that 1.6 million gallons per day of capacity would be sufficient to serve 

approximately 7,300 homes, and that 2.4 million gallons per day would be required 

to serve the approximately 11,000 homes planned for Sun Lakes. The design and 

sizing was based on prudently selected and regulatorily approved wastewater 

design factors. Pima constructed the WRF, at the planned and approved capacities, 

with the intention of providing wastewater services to the community of Sun 

Lakes. 
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In addition to determining the capacity of the Pima W, the regulatorily 

approved wastewater design factors have a second function related to the 

permitting and construction of homes. Under Arizona’s regulatory construct, 

before obtaining a building permit to build a home, a developer must obtain 

approval for the subdivision and the sanitary facilities serving the subdivision. In 

order to obtain approval of the sanitary facilities, a capacity assurance for the 

sewage treatment facility serving the subdivision must be obtained. The capacity 

assurance for the treatment facility must show that the projected wastewater flows 

for the new subdivision, in combination with the projected flows for all previously 

approved subdivisions, is less than the constructed design capacity of the serving 

sewage treatment facility. All of this capacity analysis must be performed using 

the same regulatorily approved wastewater design factors that are required to be 

used in the design and sizing of the treatment facility. Put more succinctly, before 

building a subdivision, it must be shown that providing service to the subdivision 

will not cause the constructed design capacity of the treatment facility to be 

exceeded by the design flow of all subdivisions connected to the treatment facility. 

In Pima’s case, this means that 1.6 million gallons per day of constructed 

capacity would have only been sufficient to allow about 7,300 homes to be 

constructed in Sun Lakes. Put another way, if the Phase I1 capacity had not been 

constructed, approximately 3,000 of the existing homes in Sun Lakes could never 

have been built. 

WHAT OTHER BENEFITS DO PIMA’S CUSTOMERS RECEIVE FROM 

THE PHASE 11 CAPACITY? 

The Phase I1 capacity provides Pima with several operational advantages that 

provide ongoing benefit to Pima’s customers. For example: 

Operating below rated design capacity provides operational flexibility that 
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would not exist at higher flow rates. The operational flexibility allows Pima 

to perform routine maintenance at lower cost and without major disruption 

of the facility. It also allows Pima greater flexibility in shutting down lift 

stations for maintenance. 

At current operational flows, Pima is able to staff the facility with only three 

full time positions working eight hours per day five days a week. Weekend 

coverage is provided by a single person working 8 hours on Saturday, and 

conducting a brief operational check on Sunday. In contrast, a facility 

operating at its maximum rated capacity would be expected to need a much 

heavier staffing, likely 18 to 20 hours per day seven days a week. 

At current operational flows, Pima is able to consistently produce a very 

high quality effluent that exceeds permit requirements. This consistently 

high quality effluent reduces recharge and recovery well operational costs 

and provides direct benefit to golf course customers. All customers receive 

an indirect benefit since recharging a higher quality effluent preserves 

Pima’s groundwater aquifer. 

These cost savings and water quality advantages are real customer benefits 

provided on a daily basis as a direct result of the Phase I1 capacity. 

ON WHAT BASIS DOES STAFF ARGUE THAT THE PHASE I1 

FACILITIES ARE NOT USED AND USEFUL? 

Staffs argument is based on a comparison of historic flows to rated capacity and is 

summarized by the following from Mr. Scott’s surrebuttal testimony: 
. . .the “known and measureable” flows indicate that the 2.4 
MGD WRF is excessive and the 1.6 MGD capacity is 
adequate at this time.3 

Surrebuttal Testimony of Marlin Scott, Jr. at 3 : 14- 15. 
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IS IT APPROPRIATE TO BASE A USED AND USEFUL 

DETERMINATION FOR PIMA ON STAFF’S CAPACITY ANALYSIS? 

No it is not. 

PLEASE EXPLAIN. 

Pima’s wastewater system is essentially built out. My rebuttal testimony show2 

that the customers receiving service from Pima’s WRF are the same customers il 

was intended to serve. And, as I explained earlier, many of the homes actually 

being served would not exist without the Phase I1 WRF being constructed. 

Therefore, in Pima’s case, there is no mismatch between the customers benefiting 

from the plant and the customers being asked to pay for the plant. One generation 

of customers is not being asked to subsidize a different generation of customers. 

It is this intergenerational customer equity issue that a capacity analysis, 

such as the one performed by Staff, can help address. That is why Staff routinely 

uses a capacity analysis, including a five-year planning horizon, to evaluate the 

used and usefulness of plant facilities. The difference is that, in every other case I 

am aware of, the water or wastewater system is growing, and a significant portion 

of the plant capacity was constructed to serve future customers, creating the 

potential for an intergenerational subsidy. A mismatch exists because the full cost 

of a facility has been incurred, but some of the customers it is intended to serve and 

benefit have not yet arrived. In growing systems, where a mismatch exists, 

capacity analysis is an appropriate tool to help determine what portion of the plant 

is used and useful and what portion is not. 

In contrast, Pima does not have an intergenerational customer equity issue - 

there is no mismatch to address. In this case, all a capacity analysis reveals is that 

the Pima WRF is not operating at full rated capacity. It provides no indication of 

whether the Pima WRF is a prudent investment or used and useful. 
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When an intergenerational equity issue does not exist, as in the case ol 

Pima, a used and useful determination should be made by evaluating the facility 

components and operations to determine if they are serving and benefiting the 

customers connected to the plant. 

AFTER CONSIDERING STAFF’S SURREBUTTAL TESTIMONY, WHAT 

ARE YOUR CONCLUSIONS REGARDING THE PIMA WRF? 

Pima made a prudent investment in both Phase I and Phase I1 of the Pima WRF. 

The Pima WRF, including Phase 11, was necessary to provide waste,water treatment 

service to the homes and businesses that are currently connected to the plant. The 

Pima WRF serves the customers it was designed to serve. It was not designed to 

serve other homes and businesses yet to come or homes and businesses that never 

materialized. Reduced flows at the Pima WRF are primarily the result of shifting 

demographics within Pima’s customer base. The plant, including the Phase I1 

WRF at issue in this proceeding, has provided and continues to provide direct and 

substantial benefits to Pima’s current customers and is used and useful in providing 

wastewater treatment services to those customers. 

Pima’s customers are provided wastewater treatment services by the Pima 

WRF. They are the same customers that the Pima WRF was designed for and 

constructed to serve, and they are the same customers that have benefitted and 

continue to benefit from the plant. It is appropriate that Pima’s customers pay for 

the cost of the Phase I1 WRF. 

DOES THIS CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes. 
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INTRODUCTION AND PURPOSE OF TESTIMONY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Steven Soriano. My business address is 9532 E. Riggs Road, Sun 

Lakes, Arizona 85248. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

On behalf of the Applicant Pima Utility Company (“Pima” or the “Company”). 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY? 

I am employed as a Vice-president for Robson Communities, Inc. I also hold the 

titles of Vice-president and Assistant Secretary for Pima, and function as Pima’s 

General Manager. 

WHAT IS THE RELATIONSHIP BETWEEN ROBSON COMMUNITIES, 

INC. AND PIMA? 

Robson Communities, Inc. provides accounting and administrative services to a 

group of affiliated companies collectively referred to as “Robson.” Pima provides 

water and wastewater utility services to the Sun Lakes community (developed by 

Robson) and two additional small adjacent subdivisions to Sun Lakes. 

IS ROBSON THE PARENT OF PIMA? 

No. Pima is owned by the shareholders listed on Exhibit SS-DT1. Robson and 

Pima would be better described as affiliated companies. 

DOES THE ROBSON FAMILY OF COMPANIES INCLUDE OTHER 

WATER AND WASTEWATER UTILITIES REGULATED BY THE 

ARIZONA CORPORATION COMMISSION? 

Yes, in addition to Pima, the Robson family includes the following water and 

wastewater utilities: 

Lago Del Oro Water Company 
Ridgeview Utility Company 
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Saddlebrooke Utility Company 
Quail Creek Water Company, Inc. 
Picacho Water Company 
Picacho Sewer Company 
Mountain Pass Utility Company 
Santa Rosa Water Company 
Santa Rosa Utility Company 

WHAT ARE YOUR RESPONSIBILITIES FOR PIMA? 

I oversee the operations and business management functions for Pima. I am 

responsible for the daily operations and administration of the utility, for the 

financial and operating results, for capital and operating cost budgeting, for rate 

case planning and oversight, and rate setting policies and procedures. 

WHAT WAS YOUR EDUCATIONAL AND EMPLOYMENT 

BACKGROUND BEFORE GOING TO WORK WITH ROBSON? 

Before joining Robson in 1995, I was employed as an auditor and a CPA with 

Kenneth LeventhalErnst and Young in Phoenix. In 199 1 , I received my degree in 

business administration and accounting from State University of New York at 

Buffalo. 

WHAT OTHER POSITIONS HAVE YOU HELD WITH ROBSON? 

During my employment with Robson I have, at times, served as an accountant. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION? 

Yes, my direct testimony was recently filed and admitted into evidence in Phase 2 

of Litchfield Park Service Company’s pending rate case, Docket Nos. W-O1427A- 

09-0 104 and S W-0 1428A-09-0 103. 

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 

DOCKET? 

To support Pima’s application for a determination of fair value and the setting of 

new rates. Specifically, I will provide background on the Company and describe 
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the integrated nature of our operations. I will also summarize significant capital 

improvements completed by the Company and other factors that are contributing to 

the need for a rate increase. 

OVERVIEW OF PIMA UTILITY COMPANY 

PLEASE PROVIDE AN OVERVIEW OF PIMA. 

The Company is an integrated water and wastewater provider located in 

southeastern Maricopa County. Pima was formed in 1972 to provide water and 

wastewater services to the unincorporated master planned community of Sun 

Lakes. Sun Lakes was built in three phases between 1973 and 2008, and currently 

consists of approximately 10,000 homes with supporting neighborhood commercial 

development. 

In addition to Sun Lakes, Pima serves two subdivisions immediately 

adjacent to Sun Lakes-Oakwood Hills Subdivision and San Tan Vista 

Subdivision. Oakwood Hills was developed in 1991 and consists of 32 custom 

home lots. San Tan Vista began development in 2004 and consists of 

approximately 200 custom home lots. 

As of year-end 20 10, Pima served approximately 10,175 water connections 

and 10’05 1 wastewater connections. Pima’s customer base is approximately 96% 

residential customers, with only 196 commercial customers and 4 irrigation 

customers. Nearly all of the residential customers are served by 5/8”x3/4” meters. 

Commercial customers are served by meters ranging from 5/8”x3/4” to 2’’ in size. 

WHAT DOES IT MEAN TO BE AN INTEGRATED WATER AND 

WASTEWATER PROVIDER? 

Simply put, an integrated water and wastewater provider does not treat the delivery 

of water and the treatment of wastewater as separate unrelated activities. Rather, 

an integrated water and wastewater provider recognizes that the delivery of water 
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services is substantially interrelated with the provision of wastewater services. An 

integrated provider recognizes that groundwater is a scarce resource and that the 

use of reclaimed (recycled) water for turf facilities and recharge of the aquifer are 

critical to the long-term sustainable provision of water and wastewater services to 

its customers. 

PLEASE DESCRIBE PIMA’S INTEGRATED WATER AND 

WASTEWATER SYSTEM. 

Pima uses groundwater as its initial source of water supply. Using a system of 

wells, storage facilities and booster stations, groundwater is distributed to 

residential and commercial customers throughout Pima’s service area. Pima then 

collects sewage generated by its customers and treats the wastewater to B+ quality 

at Pima’s wastewater reclamation facility. The reclaimed effluent is recycled inta 

the Sun Lakes community through the use of Pima’s reclaimed water distribution 

system installed in the community. Pima delivers reclaimed (recycled) water to the 

Oakwood Golf Course for direct use, and to five dual use recharge and recovery 

wells for recharge into the local aquifer. Reclaimed effluent is recovered from the 

recharge and recovery wells for delivery to landscaping and golf course uses in the 

Sun Lakes community. Pima’s fully integrated system directly reduces 

groundwater pumping by meeting turf and landscaping demands with reclaimed 

water, and replenishes the aquifer by returning remaining unused effluent to the 

aquifer. 

THANK YOU. PLEASE DESCRIBE PIMA’S MOST RECENT RATE 

CASES. 

The Company’s last water rate case was filed based on a 1992 test year witk 

current rates being approved in Decision No. 58743 (August 11, 1994) anc 

becoming effective September 1, 1994. The Company’s last wastewater rate cast 
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was filed based on a 1997 test year with current rates being approved in Decision 

No. 62 184 (January 5,2000) and becoming effective January 1,2000. 

HOW HAS PIMA BEEN ABLE TO HOLD ITS RATES STEADY FOR THIS 

EXTENDED PERIOD OF TIME? 

There are several factors that have enabled Pima to avoid rate increases over the 

past several years. From the time of the last rate increases through build out of Sun 

Lakes in 2008, Pima experienced steady growth, which helped Pima to pay 

increasing expenses and support additional rate base without the need for an 

increase in rates. This factor affects both water and wastewater, and has been 

particularly important in holding the line on water rates. Another favorable factor 

for the water division is the low arsenic level present in our groundwater supply. 

Unlike many water utilities, Pima has not had to construct any arsenic treatment 

facilities, which have driven rate increases for many water providers. 

On the wastewater side, just prior to the last rate increase, Pima constructed 

a new wastewater treatment plant. The treatment plant cost approximately 

$8.2 million and represented about two-thirds of the rate base approved in Decision 

No. 62184. As is typical with any utility after placing a major facility into service, 

the resulting significant rate increase provided a base from which significant 

additional capital expenditures could be made for wastewater facilities withoul 

driving immediate rate increases. 

Pima is also managed and staffed by a combined water and wastewater 

workforce that operates in an efficient manner. As a Robson affiliated utility, Pima 

enjoys economies of scale that a stand-alone utility would not have. 

WHY IS PIMA FILING FOR NEW RATES AT THIS TIME? 

The Pima water and wastewater systems have aged and some facilities have 

reached the end of their useful lives. Pima has been prudently investing in the 
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ongoing replacement and rehabilitation of these facilities. The impact of these and 

other capital expenditures on rate base together with the impact of steadily 

increasing expenses and regulatory requirements have forced Pima to seek a rate 

increase at this time in order to earn a fair return on our investment. 

SUMMARY OF CHANGED CIRCUMSTANCES SINCE THE LAST TEST 
YEARS 

PLEASE SUMMARIZE SIGNIFICANT IMPROVEMENTS THAT PIMA 

HAS MADE SINCE THE LAST RATE CASES. 

Pima completed the final phase of fully integrating its water and wastewater 

system, including construction of Phase two, the water reclamation facility, five 

rechargehecovery wells, and some components of the reclaimed water distribution 

system. Pima has also made several significant enhancements to the wastewater 

reclamation facility. 

The aging water distribution system and wastewater collection system were 

also addressed. Nine lift stations received major improvements or rehabilitation 

since the last wastewater rate case, and Well 27, Water Plant #1, and Water Plan1 

#2 were rehabilitated and rebuilt since the last water rate case. Mr. Jones provides 

additional details of these and other system improvements in his testimony.’ 

ARE THERE ANY CHANGES TO OPERATING REVENUES OR PIMA’S 

OPERATIONS IN GENERAL THAT YOU WOULD LIKE TO ADDRESS? 

Yes. Since the last wastewater rate case, Sun Lakes has essentially been built out 

This has affected our wastewater revenues in two ways. First, Sun Lake: 

Marketing Limited Partnership (“SLLP”) pays Excess Capacity Charges ir 

accordance with the Excess Capacity Agreement (dated March 31, 1995) betweer 

SLLP and Pima. SLLP’s current capacity reservation is 10 lots, resulting in ar 

’ See the Direct Testimony of Ray Jones at 7 - 8. 
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annual Excess Capacity Charge of $1,200.00. In comparison, the annual Excess 

Capacity Charge used on the last rate case was $483,840.00. 

Second, in the last rate case Pima was authorized to collect an Establishment 

Charge of $260.00. The charge is an impact fee assessed only to new (first time) 

connections. In 201 0, Pima collected three Establishment Charges for total 

revenue of $780.00. In comparison, impact fee revenue was assumed to be 

$89,000.00 in the last rate case. 

MISCELLANEOUS ISSUES. 

WHAT IS THE COMPANY’S COMPLIANCE STATUS? 

To the best of my knowledge, Pima is currently in compliance with the rules and 

regulations of MCESD, ADEQ, ADWR, and the Commission. We have submitted 

requests for evidence of current compliance to MCESD. We will provide such 

evidence to Staff upon receipt. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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Pima Utili Company 
List of Shareholders 
As of September 25,2011 

SHAREHOLDER OWNERSHIP % 

JR Norton 111 

WR Rev Trust 

KAR Sub S Trust 

LRR Sub S Trust 

MER Sub S Trust 

RDR Sub S Trust 

SSR Sub S Trust 

KAR 

LRR 

MER 

RDR 

SSR 

Arthur A Cam1 Irr Trust 

Roger Stevenson Irr Trust 

Robert A Micalido lrrv Trust 

MDR 1997 Irr S Trust 

RDR 1997 Irr S Trust 

Michael Norton Trust 

Melanie Norton Trust 

Norton Family Trust 

10.2350% 

41.4090% 

4.0434% 

4.0434% 

4.0434% 

2.9627% 

4.0434% 

4.2367% 

4.2367% 

4.2367% 

1.8377% 

4.2367% 

0.9236% 

0.9708% 

2.7455% 

1 .M87% 

1.0287% 

I .2460% 

1.2460% 

1.2460% 

100.0001% 
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I. 

Q. 
A. 

Q* 

A. 

Q. 

A. 

Q- 

A. 

11. 

Q. 

A. 

INTRODUCTION AND PURPOSE OF TESTIMONY 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

My name is Steven Soriano. My business address is 9532 E. Riggs Road, Sun 

Lakes, Arizona 85248. 

ARE YOU THE SAME STEVEN SORIANO THAT FILED DIRECT 

TESTIMONY IN THIS CONSOLIDATED DOCKET? 

Yes. 

HAS ANYTHING CHANGED WITH RESPECT TO YOUR 

EMPLOYMENT OR RESPONSIBILITIES? 

No, I am still employed by Robson Communities, Inc. and I am still responsible for 

overseeing Pima Utility Company’s (“Pima” or the “Company”) day-to-day 

operations. 

WHAT TOPICS WILL YOU ADDRESS IN THIS REBUTTAL 

TESTIMONY? 

First, I will provide an update of the Company’s debt financing. Second, I will 

address the issues of rate case expense and recovery of income taxes. My 

discussion of income tax recovery will explain the history of the Company’s 

corporate structure and explain why the S corporation approach was utilized. 

Finally, I will address Mr. Robson’s compensation. 

DEBT FINANCING 

THE COMMISSION RECENTLY ISSUED DECISION NO. 73078 (APRIL 5, 

2012) AUTHORIZING THE COMPANY TO INCUR UP TO $8.37 

MILLION OF NEW DEBT. WHAT IS THE STATUS OF THAT 

FINANCING? 

As of April 25, we have received credit approval from Wells Fargo Bank for the 

loan. We have also received and are in the process of reviewing the first draft of a 

1 
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Q* 
A. 

Q. 
A. 

111. 

Q* 

A. 

credit agreement and related loan documents from the bank. Once the credit 

agreement is finished, there is a requirement on the existing outstanding bonds to 

provide at least 45 days notice before we can prepay the outstanding balance. So 

my best estimate based on what I know today is that we are somewhere between 60 

and 90 days from closing the loan. 

DO YOU KNOW THE FINAL INTEREST RATE? 

Not precisely. However, we believe it will be around 4.25 percent and 

Mr. Bourassa has used that number in his updated cost of capital testimony.' This 

is noticeably lower than the maximum 5.5 percent authorized by the Commission. 

HOW WAS THE COMPANY ABLE TO SECURE SUCH A LOW RATE? 

Interest rates are at historic lows so it was a good time for us to undertake this 

financing. In addition, we worked with lenders who are interested in doing 

business with us because we are part of the Robson family of companies. 

Although interest rates are very low, lenders are now a lot more risk averse than 

they were before the 2008 financial crises. Mr. Robson and his companies have 

been doing business in Arizona for more than 40 years and lenders are ready to 

make loans to creditworthy borrowers like us. As a result, we were able to 

significantly lower our cost of debt. That's good for Pima and our customers. 

RATE CASE EXPENSE 

BOTH STAFF AND RUCO TESTIFY THAT THE LENGTH OF TIME 

BETWEEN RATE CASES FOR PIMA JUSTIFIES LONGER 

AMORTIZATION PERIODS. HOW DO YOU RESPOND? 

The past is not necessarily indicative of the future. It will not be another 10 years 

until Pima is in again for rates. For one thing, we are building new plant with the 

Rebuttal Testimony of Thomas J. Bourassa - Cost of Capital at 5: 12 - 6:  1 1, 
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Q. 

A. 

Q. 

A. 

Q. 
A. 

debt funds and that plant will need to go into rate base. And even if plant 

investment and increases in operating expenses like labor and power don’t bring us 

in, we will have to refinance the current debt in 5 years. So I just don’t see any 

possibility that the interval between rate cases for Pima will be more than 5 years. 

WHAT ABOUT RUCO’S ASSERTION THAT IT IS “LIKELY” THAT THE 

COMPANY WON’T NEED RATE INCREASES FOR ANOTHER 15-20 

YEARS BECAUSE ITS SERVICE AREA IS BUILT OUT? 

Actually Mr. Mease has it backwards.2 As I pointed out in my direct testimony, 

steady growth once allowed us to absorb increased operating  expense^.^ I further 

explained that at the time of the prior rate cases, much of the plant was new, 

meaning we were not spending substantial sums on infra~tructure.~ Now, however, 

our systems are aging, and upgrades and replacements, like those for which we just 

received approval to finance, are going to become more frequent. These factors 

make it very “likely” we will be in sometime in the next 3-5 years for new rates. 

FAIR ENOUGH MR. SORIANO. BUT WHY NOT JUST AGREE TO 

STAFF’S 5-YEAR AMORTIZATION? 

Because I understand that if we were to come in earlier, Staff and RUCO would 

take the position that we forfeit any unrecovered rate case e ~ p e n s e . ~  I may be new 

to rate cases but that doesn’t seem fair to me. Staff and RUCO wish to stretch oul 

the recovery period to reduce the impact on rates and then penalize the Company ii 

we come in earlier than estimated. 

WHAT DOES THE COMPANY RECOMMEND? 

As explained in Mr. Bourassa’s rebuttal, we will accept Staffs 5-year period tc 

Direct Testimony of Robert B. Mease at 19: 1-5. 
Direct Testimony of Steven Soriano (“Soriano Dt.”) at 5:6-10. 
Soriano Dt. at 5:lO-20. 
Rebuttal Testimony of Thomas J. Bourassa - Rate Base (“Bourassa Rb.”) at 13. 
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Q. 
A. 

Q- 

A. 

IV. 

Q* 

A. 

determine the annual amount of rate case expense.6 However, we also are adopting 

RUCO’s recommendation that a surcharge be used to recover rate case expense. 

WHY DO YOU BELIEVE A SURCHARGE IS APPROPRIATE? 

Again, I am new to this but it makes sense to me to use a mechanism that allows us 

to recover this necessary but isolated expense, no more and no less. 

BUT WON’T YOU HAVE THE SAME ISSUE IF YOU COME IN BEFORE 

THE 5-YEAR RECOVERY PERIOD ENDS? 

I don’t see why. Using the approach set forth by Mr. Bourassa, we will be able to 

determine exactly how much of the authorized rate case expense remains to be 

re~overed.~ I see no reason why we would not be allowed to continue recovery of 

that amount until it has been collected. Pima is incurring rate case expense now 

and is not going to recovery anything for the time value of its money as it waits to 

recover the expense. It just seems to me that a surcharge works for everyone 

because we recover just what we are supposed to recover, no matter when we file 

for rates again. 

RECOVERY OF INCOME TAXES 

BOTH STAFF AND RUCO CITE “LONG-STANDING” COMMISSION 

“POLICY” AGAINST ALLOWING AN S CORPORATION TO RECOVER 

INCOME TAXES AS PART OF ITS COST OF SERVICE. WAS THE 

COMPANY AWARE OF THIS “POLICY” WHEN IT REQUESTEB 

RECOVERY OF INCOME TAXES IN THIS CASE? 

We were aware that the Commission has generally denied recovery of incomt 

taxes to S corporations as part of the cost of service. I now understand that startec 

with the decision involving Consolidated Water Utilities in the late 1980s. Beforc 

Bourassa Rb. at 15:12-13. 
Bourassa Rb. at 15. 
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Q* 
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Q. 
A. 

that, it does appear that utilities were allowed to recover income taxes even if they 

were set up as “pass-through” entities.’ 

WHAT DO YOU MEAN BY “PASS-THROUGH ENTITIES”? 

Entities that incur tax liability but do not pay taxes themselves like LLCs, 

partnerships and S corporations. Instead, the obligation to pay the taxes lands at 

the ownership level. 

WHAT ROLE WILL YOU BE TAKING IN ADDRESSING THE INCOME 

TAX ISSUE? 

I am neither a lawyer nor a tax expert, so Pima has retained another expert witness, 

a tax lawyer and former Arizona Corporation Commissioner and Federal Energy 

Regulatory Commissioner, Marc Spitzer. Mr. Spitzer will file rebuttal testimony 

that, along with Mr. Bourassa’s rebuttal, addresses what I will call the legal, 

accounting and ratemaking aspects of this issue. I see my role to provide what I 

will describe as the corporate and regulatory background as it relates to Pima’s 

request. 

OKAY. WHEN WAS PIMA FORMED? 

1972. 

AND IT WAS FORMED AS AN S CORPORATION? 

Correct. 

DO YOU KNOW WHY IT WAS FORMED AS AN S CORPORATION? 

Not specifically. But there appear to be good financial reasons for such an election 

because a pass-through entity generally improves the ability of a startup utility ta 

raise capital from the  stockholder^.^ 

See Rebuttal Testimony of Marc L. Spitzer (“Spitzer Rb.”) at 5 - 6. 
Spitzer Rb. at 5. 
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Q- 
A. 

Q* 

A. 

Q- 

A. 

Q* 

A. 

BECOMING AN S CORPORATION WAS A VOLUNTARY DECISION? 

I think we can assume that to be the case. 

PIMA CAN ELECT TO CONVERT TO A C CORPORATION? 

Yes, that is my understanding as well. 

AND AS A C CORPORATION THERE WOULD BE NO DISPUTE OVER 

RECOVERING INCOME TAXES AS PART OF THE COST OF SERVICE? 

Yes, I think that is very clear from the testimony of those opposed to recovery of 

this on this issue." 

THEN MR. SORIANO, WHY DON'T YOU JUST CONVERT TO A C 

CORPORATION AND AVOID THIS DISPUTE? 

For one thing, changing the status of an existing corporation can have impacts to 

the corporation and its shareholders that need to be fully understood prior to 

making a change. Pima has looked into but not hl ly  evaluated the potential 

impacts of such a change. We are also mindful that converting to a C corporation 

will result in higher income tax rates on Pima's income and thereafter higher rates 

for our customers. As such, we felt it was reasonable to first request recovery of 

income taxes in the manner we have done in this rate-case. 

WHY WOULD RATES FOR A C CORPORATION BE HIGHER THAN 

THE RATES FOR AN S CORPORATION? 

Because a C corporation will be taxed at a 41.5 percent effective rate while we are 

using about a 28 percent effective tax rate. Mr. Bourassa explains this in detail in 

his testimony." But as I see it, customers get lower rates when utilities use pass- 

through entities because the owners have lower tax rates than the entity would 

E.g., Direct Testimony of William A. Rigsby at 6:26 - 7:2; Direct testimony of Crystal Brown at 25 - 10 

27. 
" Direct Testimony of Thomas J. Bourassa - Rate Base at 18:6-10. 
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A. 

Q. 

A. 

Q* 

A. 

Q- 

A. 

Assuming, of course, the pass-through entities are allowed to recover income taxes 

in the first place. 

BUT AREN’T YOU ASKING FOR THE RATEPAYERS TO PAY AN 

EXPENSE OF YOUR SHAREHOLDERS? 

No. That is how Staff and RUCO would like this to be viewed but I disagree. 

OKAY, THEN HOW WOULD YOU CHARACTERIZE THE COMPANY’S 

REQUEST? 

As a request to recover a readily identifiable cost that would not exist but for our 

provision of water and wastewater utility service to our customers. Although the 

responsibility to pay the tax flows through to each shareholder, the expense is as 

real as property taxes, depreciation, salaries or any other utility operating 

expense. l2 

HAVE YOU FORMED AN OPINION AS TO WHY THE OTHER PARTIES 

OPPOSE THE RECOVERY OF INCOME TAXES BY A PASS-THROUGH 

ENTITY? 

Actually it seems pretty obvious-the Commission’s current policy allows 

customers to get a lower cost of service and neither party wants to take that 

windfall away from them. 

DO YOU REALLY THINK IT IS FAIR TO CALL IT A WINDFALL, 

MR. SORIANO? 

Absolutely. From where we sit, our customers get to pay less because of a 

non-utility decision that was made 40 years ago, did not harm them then, does no1 

harm them now, and which cannot be easily rectified. This does not appear to haw 

anything to do with how we provide service or what it costs. 

’* Spitzer Rb. at 7:3-10. 
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Q* 

A. 

V. 

Q* 

A. 

Q. 

A. 

STILL, YOU RECOGNIZE THAT THE COMMISSION HAS RECENTLY 

REJECTED SIMILAR REQUESTS BY OTHER WATER AND SEWER 

UTILITIES? 

Most definitely. We are fully aware that we are asking this Commission to take 

another look at this issue. We don’t do so lightly. But we are also aware this is an 

important policy issue that the Commission recently has made clear warrants 

additional consideration. So we are respectfully asking the Commission to take 

another look at this issue in this case. We understand we have the burden to 

support our request and to expand the record on this issue. That’s why we have 

hired Mr. Spitzer as an expert witness. Very simply, we hope to show the 

Commission on why it is no longer fair to provide customers of pass-through 

entities with discounted rates. 

SALARIES AND WAGES 

PIMA IS REJECTING BOTH STAFF’S AND RUCO’S RECOMMENDED 

SALARY LEVEL FOR MR. ROBSON AND PROPOSING ONE OF ITS 

OWN. WHY DO YOU BELIEVE THE COMPANY’S REQUESTED 

SALARY LEVEL IS APPROPRIATE? 

Mr. Robson is the Chairman of Pima. He is ultimately responsible for the 

operations, planning, financing, and strategic direction of the entire Company. He 

sets the policies and direction for the Company and I am responsible for it$ 

implementation. He is involved in decisions on staffing levels, infiastructurc 

improvements, borrowing and distributions. 

WHAT ABOUT THE LOW NUMBER OF HOURS CITED BY STAFF ANI: 

RUCO? 

Earlier in this rate case we provided a schedule that indicated the number of hour! 

recorded in the payroll system for each employee. The hours recorded fo 

8 



< 

+ 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

FENNEMORE CRAU 
A PROFESSIONAL COWURATIC 

PHOENIX 
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A. 

Q. 

A. 

Q* 
A. 

Mr. Robson does not accurately reflect the hours he spent on Pima. 

DO YOU KNOW HOW MANY HOURS HE WORKED DURING THE 

TEST YEAR? 

No. Mr. Robson does not keep hourly timesheets. He is in charge of a water and 

sewer utility with 20,000 customers. He is available and often called upon on days, 

evenings and weekends to make decisions regarding Pima. We have proposed a 

salary we believe is reasonable for the value he adds. 

HOW DID YOU ARRIVE AT THE SALARY NOW INCLUDED IN THE 

COMPANY’S REBUTTAL FILING? 

A salary for Mr. Robson was approved in the last rate case. His role and 

involvement in Pima’s operations has not changed. So, we simply indexed the 

salary approved in the last rate case to reflect inflation and the increase in 

customers at Pima. We hope the other parties will see this as a reasonable middle 

ground. 

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 
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Q- 
A. 

Q- 

A. 

Q* 
A. 

INTRODUCTION AND QUALIFICATIONS 

PLEASE STATE YOUR NAME AND ADDRESS. 

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, 

Phoenix, Arizona 85029. 

WHAT IS YOUR PROFESSION AND BACKGROUND? 

I am a Certified Public Accountant and am self-employed, providing consulting 

services to utility companies as well as general accounting services. I have a B.S. 

in Chemistry and Accounting from Northern Arizona University (1980) and an 

M.B.A. with an emphasis in Finance from the University of Phoenix (199 1). 

COULD YOU BRIEFLY SUMMARIZE YOUR PRIOR WORK AND 

REGULATORY EXPERIENCE? 

Yes. Prior to becoming a private consultant, I was employed by High-Tech 

Institute, Inc., and served as controller and chief financial officer. Prior to working 

for High-Tech Institute, I worked as a division controller for the Apollo Group, 

Inc. Before joining the Apollo Group, I was employed at Kozoman & Kermode, 

CPAs. In that position, I prepared compilations and other write-up work for water 

and wastewater utilities, as well as tax returns. 

In my private practice, I have prepared and/or assisted in the preparation oi 

several water and wastewater utility rate applications before the Arizona 

Corporation Commission (“Commission”). 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

I am testifying in this proceeding on behalf of the Pima Utility Company (“Pima’ 

or the “Company”). Pima is seeking increases in its rates and charges for watei 

and wastewater utility service in its certificated service area. 
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Q. 
A. 

Q* 
A. 

OVERVIEW OF THE COMPANY’S REQUEST FOR RATE RELIEF 

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY? 

I will testify in support of the Company’s proposed adjustments to its rates and 

charges for water and wastewater utility service. I am sponsoring the direct 

schedules, which are filed concurrently herewith in support of the Company’s 

application. I was responsible for the preparation of these schedules based on my 

investigation and review of Pima’s relevant books and records, although I note that 

Ray Jones, another witness, assisted with the plant, or B schedules. 

For the convenience of the Commission and the parties, the two portions of 

my direct testimony, each with the relevant schedules attached, are being filed 

separately in this case. In this volume of my direct testimony, I address the rate 

bases, income statements (revenue and operating expenses), required increases in 

revenue, and rate designs and proposed rates and charges for service for the 

Company’s water and wastewater division. Schedules A through C, E through F, 

G and H, labeled separately as “Water Division” and “Wastewater Division,” are 

attached to this portion of my direct testimony. The Company has prepared a cost 

of service study (G schedules) for the Water Division only. G Schedules are 

omitted for the Wastewater Division. Because the Company is not proposing a 

change in the basic rate design for the Wastewater Division, the Company did not 

feel it necessary to prepare a cost of service study. 

THANK YOU. PLEASE CONTINUE. 

In the second volume of my direct testimony, to which the D schedules are 

attached, I address cost of capital. Pima is requesting a return on common equity 

of 10.5 percent. As shown on Schedule D-1, the Company’s pro forma 

consolidated capital structure for ratemaking purposes consists of 3 1 . 1  percent 
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average cost of capital is 9.47 percent. 

IS THE CAPITAL STRUCTURE DESCRIBED ABOVE THE ACTUAL 

CAPITAL STRUCTURE AT THE END OF THE TEST YEAR? 

No, As explained in my cost of capital testimony, the Company’s actual 

consolidated capital structure at the end of the test year consisted of 22.5 percent 

debt and 77.5 percent equity. However, the Company is filing a financing 

application parallel with its rate application seeking authorization to issue an 

additional $4 million of debt. The $4 million of additional debt offset with a 

$1.755 million principle payment of Pima’s existing bonds that will be made in 

2011 will result in a net increase to Pima’s debt of $2.245 million from $6.125 

million at the end of the test year to $8.37 million.’ This will result in a capital 

structure consisting of 68.9 percent debt and 3 1.1 percent equity, which is a more 

balanced capital structure. 

PLEASE SUMMARIZE THE COMPANY’S APPLICATION. 

The Company is seeking rate increases for both its water and wastewater divisions. 

The test year used by Pima is the 12-month period ending December 31, 2010. 

The Company is requesting a 9.47 percent return on its fair value rate base 

(“FVREV’). The Company has also proposed certain proforma adjustments to take 

into account known and measurable changes to rate base, expenses and revenues 

for each division. These proforma adjustments are consistent with normal 

ratemaking and are contemplated by the Commission’s rules and regulations 

governing rate applications. See R14-2- 103. These adjustments are necessary to 

Q. 

A. 

Q. 

A. 

’ See Schedule D-2 attached to the Direct Testimony of Thomas J. Bourassa (Cost of Capital). 
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obtain a normal or realistic relationship between revenues, expenses and rate base 

on a going-forward basis. 

The Company’s fair value rate base for the Water Division is $9,097,529. 

The increase in revenues to provide for recovery of operating expenses and a 9.47 

percent return on rate base is approximately $1,023,565, an increase of 

approximately 5 1.76 percent over the adjusted and annualized test year revenues. 

The Company’s fair value rate base for the Wastewater Division is $9,863,271. 

The increase in revenues to provide for recovery of operating expenses and a 9.47 

percent return on rate base is approximately $691,210, an increase of 

approximately 22.32 percent over the adjusted and annualized test year revenues. 

WHY IS THE COMPANY FILING FOR RATE INCREASES AT THIS 

TIME? 

Because it is no longer earning a return on the fair value of its plant devoted tc 

service. This is largely due to the substantial investments in plant necessary tc 

serve customers that Pima has made since the last water rate case decision ir 

August 1994 and wastewater rate case decision in January 2000. The cases werc 

based on a test years ending December 31, 1992 and December 31, 1997, sc 

various operating expenses have also increased. As a consequence, the Company’: 

current rate of return for the Water Division and the Wastewater Division, based or 

the adjusted test year data, is 1.46 percent and 4.48 percent, respectively 

Consequently, rate increases are necessary to ensure that Pima recovers ik 

reasonable operating expenses and has an adequate opportunity to earn i 

reasonable return on the fair value of its utility plant and property devoted to public 

service. 
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PIMA’S WATER DIVISION 

A. 

MR. BOURASSA, LET’S TURN TO THE COMPANY’S WATER 

DIVISION SCHEDULES. PLEASE DESCRIBE THE SCHEDULES 

LABELED AS A, E, AND F. 

The A-1 Schedule is a summary of the Water Division rate base, operating income, 

current operating margin, required operating margin, operating income deficiency, 

and the increase in gross revenue. A 9.47 percent return on FVRB is requested. 

The increase in the revenue requirement is $1,023,565. Revenues at present and 

proposed and customer classifications are also shown on this schedule. 

Summary of A, E and F Schedules. 

The A-2 Schedule is a summary of results of operations for the test year, 

prior years, and a projected year at present rates and proposed rates. 

Schedule A-3 contains the Company’s capital structure for the test year and 

the two prior years. 

Schedule A-4 contains the plant construction and plant-in-service for the test 

The projected plant additions are also shown on this year and prior years. 

schedule. 

Schedule A-5 is the summary of the Company’s changes in financial 

position (cash flow) for the prior two years, the test year at present rates, and a 

projected year at present and proposed rates. 

The E Schedules are based on the Company’s actual operating results, as 

reported by the Company in annual reports filed with the Commission. The E-1 

Schedule contains the comparative balance sheet data for the years 2008, 2009, and 

20 10 ended on December 3 1. 

Schedule E-2, page 1, contains the income statement for the years 2008, 

2009, and 20 10 ended on December 3 1. 
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Schedule E-3 contains the statements of changes in the Company’s financial 

position for the test year and the two prior years. 

Schedule E-4 provides the changes in membership equity. 

Schedule E-5 contains the Company’s plant-in-service at the end of the test 

year, and one year prior to the end of the test year. 

Schedule E-7 contains operating statistics for the years ended 2008, 2009, 

and 20 10 ended on December 3 1. 

Schedule E-8 contains the taxes charged to operations. 

The accountant’s notes to the financial statements and the financial 

assumptions used in preparing the rate filing schedules are shown on Schedules E-9 

and F-4, respectively, in accordance with the Commission’s standard filing 

requirements. The Company does not prepare audited financial statements. 

Schedule F-1 contains the results of operations at the present rates (actual 

and adjusted), and at proposed rates. 

Schedule F-2 contains the summary of changes in financial position (cash 

flow) for the prior two years, the test year at present rates, and a projected year at 

present and proposed rates. 

Schedule F-3 shows the Company’s projected construction requirements for 

201 1,2012,2013. 

Schedule F-4 contains the assumptions used in developing the adjustments 

and projections contained in the rate filing. 

B. Rate Base (B Schedules). 

WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE 

LABELED AS THE B SCHEDULES? 

Yes. I will start with Schedule B-5, which is the working capital allowance. I used 

the “formula method” of computing the working capital allowance to reduce costs. 
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Hoi ‘ever, the Company is not reqi 

division. 

esting a working capital allowan e for either 

WHY DIDN’T THE COMPANY PREPARE A LEAD-LAG STUDY AND 

USE THE RESULTS OF THAT STUDY TO COMPUTE WORKING 

CAPITAL? 

Because the costs to prepare a lead-lag study outweigh the benefits. By way of 

illustration, in a recent case for Chaparral Water Company (Docket No. W- 

02 1 13A-07-055 l), the Residential Utility Consumer Office prepared a lead lag 

study and computed a negative $1 11,000 of cash working capital. Pima’s Water 

Division is about one quarter the size in terms of the level of expenses. So, let’s 

assume for argument’s sake that a lead-lag study would produce negative working 

capital of $28,000. If the negative $28,000 were included in rate base, the impact 

on the revenue requirement would be a negative $3,708 (-$28,000 times 9.47 

percent return times the tax factor of 1.4). A formal leadlag study may not 

produce a negative working capital amount. Further, I would argue for the 

inclusion of rate case expense in prepaid expenses or alternatively using rate case 

expense in the computation of leadlag days in the study. Both approaches would 

lead to a much less negative or even positive working capital. 

In the meantime, the Company would have incurred $10,000 just to have the 

Plus, the Company could easily incur more than $15,000 study prepared. 

defending its working capital calculation, all of which increases rate case expense. 

THANK YOU. PLEASE CONTINUE. 

The Company did not file Schedules B-3 and B-4. To limit issues in dispute and 

reduce rate case expense, Pima is requesting that its original cost rate base 

(“OCRB”) be used as its FVRB for its Water Division. 
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HA 0 J PREPARED SCHED ILES SHOWING ADJUSTMENTS TO 

THE WATER DIVISION’S ORIGINAL COST RATE BASE? 

Yes. Schedule B-2 shows adjustments to the Water Division’s OCRB proposed by 

the Company. Schedule B-2, pages 2 through 5, provide the supporting 

information. These adjustments are, in summary: 

B-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant- 

in-service. There are a number of plant-in-service adjustments included in 

Adjustment 1. These are shown on Schedule B-2, page 3, and are labeled as 

adjustments “A,” “B,” “C,” “D,” and “E.” 

Adjustment A of B-2 adjustment number 1 adjusts plant-in-service to reflect 

the reclassification of plant from the Water Division to the Wastewater Division. 

In short, the reclassified plant is related to effluent recharge facilities and 

equipment which more properly belongs with the Wastewater Division. This 

reclassification of plant is discussed in more detail in the Direct Testimony of Ray 

Jones .2 

Adjustment B of B-2 adjustment number 1 adjusts plant-in-service to reflect 

the reclassification of plant from the Wastewater Division to the Water Division. 

This reclassification of plant is also discussed in more detail in Mr. Jones’ d i r e ~ t . ~  

Adjustment C of B-2 adjustment number 1 adjusts plant-in-service to reflect 

retirements that were not recorded as of the end of the test year. The proposed 

plant retirements are discussed in more detail in Mr. Jones’ d i r e ~ t . ~  

* See the Direct Testimony of Ray Jones (“Jones Dt.”) at 9. 
Id 
Id. at 1 1 :4-8. 
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Adjustment D of B-2 adjustment number 1 adjusts plant-in-service to reflect 

a conforming adjustment to the Water Division’s prior rate case plant-in-service 

balance. This adjustment is also discussed in more detail in Mr. Jones’ d i r e ~ t . ~  

Adjustment E of B-2 adjustment number 1 reclassifies plant-in-service to 

the proper plant-in-service accounts. The net adjustment to plant-in-service is zero. 

This adjustment is discussed in more detail in the Mr. Jones’ direct.6 

PLEASE CONTINUE. 

Adjustment B-2 shown on Schedule B-2, page 2, adjusts accumulated depreciation. 

The details of the accumulated depreciation adjustment are shown a Schedule B-2, 

page 4. There are two plant-in-service adjustments included in Adjustment 2. 

These are shown on Schedule B-2, page 4, and are labeled as adjustments “A” and 

“B.” 

Adjustment A of B-2 adjustment number 2 adjusts accumulated depreciation 

for the proposed retirements shown in Adjustment C of B-2 adjustment number 1. 

Adjustment B of B-2 adjustment number 2 adjusts accumulated depreciation 

reflects the re-computed amounts of accumulated depreciation per the Company’ E 

B-2 plant schedule. 

DO THE PLANT IN SERVICE AND ACCUMULATED DEPRECIATION 

BALANCES SHOWN ON B-2 REFLECT THE LAST COMMISSION RATE 

ORDER? 

Yes. 

discussed in the Direct Testimony of Ray Jones.7 

The construction of the plant and accumulated depreciation balances i: 

Id. at 10:4-5. 
See id. at 8:17 - 9 ~ 3 .  
Id. at 10: 1-19. 7 
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PLEASE CONTINUE. 

Adjustment B-2 shown on Schedule B-2, page 5, adjusts the accumulated 

amortization balance of CIAC to the recomputed amount reflecting the annual 

composite depreciation rate for plant-in-service. 

HOW WAS THE PROPOSED “FAIR VALUE” RATE BASE SHOWN ON 

A-1 DETERMINED? 

As stated, the FVRB shown on Schedule A-1 is based on OCRB, with no 

adjustment for the current values of the Company’s plant and property. 

C. Income Statement (C Schedules) 

PLEASE EXPLAIN THE ADJUSTMENTS YOU ARE PROPOSING TO 

THE WATER DIVISION INCOME STATEMENT AS SHOWN ON 

SCHEDULES C-1 AND C-2. 

The following is a summary of adjustments shown on Schedule C-1: 

Adjustment 1 annualizes depreciation expense. The proposed depreciation 

rate for each component of utility plant is shown on Schedule C-2, page 2. The 

depreciation rate approved in the Water Division’s last rate case was a 3.0% 

composite rate. The Company proposes to use account specific rates on a going 

forward basis. 

Adjustment 2 increases the property taxes based on proposed revenues. The 

details of the computation are shown on Schedule C-2, page 3. 

HOW DID YOU COMPUTE THE PROPERTY TAXES AT THE CURRENT 

AND PROPOSED RATES? 

I employed a modified version of the Arizona Department of Revenue - Centrally 

Valued Properties ( “ADOR’ or “the Department”) method for determining 

property taxes. The ADOR method uses twice the average of the prior three years 

of historical revenue plus an addition for CWIP and a deduction for the book value 
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of transportation equipment in the determination of the full cash value. The 

modified method determines full cash value by using twice the adjusted test year 

revenues rather than the prior three years of historical revenue. For determining 

the property tax expense at proposed revenues I used two times the three year 

average consisting of two years of adjusted test year revenues plus one year of 

proposed revenues. The change to property taxes at proposed revenues is reflected 

in the gross revenue conversion factor shown on the A-1 Schedule. For both of the 

computations of property tax expense I used an assessed value equal to 20 percent 

of full cash value (the current assessment rate) which was then multiplied by the 

property tax rate to determine the property tax expense. 

IS THIS CONSISTENT WITH PRIOR COMMISSION DECISIONS? 

Yes, more than I can count. See, e.g., Chaparral City Water Company, Decision 

No. 68176 (September 30,2005) at 13; Rio Rico Utilities, Inc., Decision No. 67279 

(January 6, 201 1) at 8; Arizona Water Company, Decision No. 64282 (December 

28, 2001) at 12 - 13; Bella Vista Water Co., Inc., Decision No. 65350 (November 

1, 2002) at 16; Arizona-American Water Company, Inc., Decision No. 67093 (June 

30, 2004) at 9 - 10; Black Mountain Sewer Corporation, Decision 69169 

(December 5,2006) at 10 - 11. 

IS THIS SYNCHRONIZATION OF PROPERTY TAX EXPENSE WITH 

REVENUES PROPER RATE MAKING? 

Yes. Like income taxes, property taxes must be adjusted to ensure that the new 

rates are sufficient to produce the revenue requirement. For this reason, the 

Commission has repeatedly approved the use of proposed revenues to determine an 

appropriate level of property tax expense to be recovered through rates. This has 

been accomplished by either reflecting the change to property taxes from the 

increase in revenues in the revenue gross-up factor, or by adjusting the test year 
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property tax expense to reflect the revenues at proposed rates and not reflec ing the 

change in the revenue gross-up factor. In more recent years, the Utilities Division 

Staff (“Staff’) has adopted the former method. To be consistent with Staffs 

approach in more recent rate cases, I have reflected the change in property taxes 

from the increase in revenues in the revenue gross-up factor.8 

PLEASE CONTINUE WITH YOUR DESCRIPTION OF THE INCOME 

STATEMENT ADJUSTMENTS. 

Adjustment 3 shows the rate case expense estimated by the Company. The 

Company estimates rate case expense for the Water Division of $200,000, which is 

half of the total amount requested. The Company proposes that rate case expense 

be recovered over four years because it believes a four-year cycle for future rate 

cases is reasonable given this utility’s circumstances. While the Company’s last 

rate case was eighteen years ago, the Company intends to file cases on a more 

regular basis. 

WHY DO YOU BELIEVE THIS IS A REASONABLE ESTIMATE OF 

RATE CASE EXPENSE FOR THIS RATE CASE? 

Because it is based on what I have seen in other rate cases. The best recent 

example I know is Chaparral City Water Company. The Commission granted rate 

case expense of $280,000 in that case. Chaparral City Water Company is about 

2000 customers larger than either of Pima’s divisions. So, I took that number and 

multiplied it by 1.5, on the assumption that we would achieve about 50 percent 

economies of scale in total for the whole case (both divisions). Thus, each division 

is allocated $200,000 of rate case expense. I believe these amounts are also 

consistent with other water company cases like Arizona Water Company- Western 

See Schedule C-3, page 2. 
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Group, Decision No. 68302 (November 14, 2005) and Chaparral City Water 

Company, Decision No. 71308 (October 21, 2009), in which the utilities were 

awarded $250,000 and $280,000, respectively. Another recent example that is 

relevant is the recent rate case for Litchfield Park Service Company (“LPSCo”), 

(Decision 72026, December 10,20 10) in which both water and wastewater division 

rate applications were filed simultaneously. LPSCo incurred over $500,000 and 

was granted $420,000 of rate case expense. While LPSCo is a somewhat larger 

utility and the issues between the parties may not be the same, in my view the level 

of outside resources required to prepare the rate case and defend the Company 

during the course of this proceeding are similar. These cases, among the many 

others I have worked on, formed the basis for my estimate. 

PLEASE EXPLAIN WHY YOU REFER TO THIS AMOUNT AS AN 

“ESTIMATE.” 

Because I can’t see the future, I can only make some guesses based on my 

experience. The specifics of who may intervene, what unique issues may come 

into dispute, what kind of procedural problems we will encounter, etc. I cannol 

predict. I know what we have done to prepare the direct filing and I know that rate 

cases are lengthy and expensive, but I still have to start with an estimate. If things 

turn out more complicated than anticipated, the Company will modify its request ta 

account for that increased expense. Conversely, if the case proceeds and rate case 

expense is lower than expected, we would make an appropriate adjustmeni 

downward. 

SHOULDN’T THE COMPANY’S SHAREHOLDERS BEAR SOME OF THE 

BURDEN OF RATE CASE EXPENSE? 

As a practical matter, the utility always does. My estimate of $400,000 ($200,00C 

for each division) assumes Pima will actually incur more than $400,000 of rat6 
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case expense in this case. I suspect the actual amount will be well over half a 

million dollars before it is done, Whether those additional amounts should be 

sought for recovery is hard to say. I would agree that if the utility does something 

improper, or advances positions in bad-faith, it should shoulder the burden of such 

actions. But, as I testified, the Commission dictates the process, not the utility, and 

absent such circumstances, the utility must be allowed to recover its reasonably 

incurred rate case expense as a cost of service. 

PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME 

STATEMENT ADJUSTMENTS. 

Adjustment 4 annualizes revenues to the year-end number of customers. The 

annualization of revenues is based on the number of customers at the end of the test 

year, compared to the actual number of customers during each month of the test 

year. Average revenues per customer by month were computed for the test year 

and then multiplied by the increase (or decrease) in number of customers for each 

month of the test year. The total of the monthly revenue change comprise the 

revenue annualization. This was done for each customer class. 

Adjustment 5 increases purchased power reflecting the offset of a one-time 

rebate credit from the Ocotillo Water Conservation District, as well as removes 

power costs associated with recharge wells that the Company proposes to include 

in the Wastewater Division’s plant. 

Adjustment 6 annualizes purchased power expense based on the additional 

gallons sold from annualizing revenues to the year-end number of customers in 

Adjustment 4, above. This adjustment is intended to match the additional expense 

associated with the revenue annualization. 

Adjustment 7 is intentionally left blank. 
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Adjustment 8 adjusts interest expense to reflect interest synchronization 

with rate base. 

Adjustment 9 reflects income taxes based upon the Company adjusted test 

year revenue and expense. The Company is proposing income taxes in the cost of 

service even though Pima is a Subchapter S Corporation (“S-Corp”) and does not 

pay income taxes itself. 

WAIT A MINUTE PLEASE MR. BOURASSA, BUT IF PIMA DOES NOT 

PAY THE TAXES WHY SHOULD THEY RECOVER THEM THROUGH 

RATES? 

The reason is actually simple. The taxable income attributed to Pima is passed 

through to its shareholders who must pay the income tax. Had the utility service 

not been provided and the revenue earned, the taxes would not have been incurred. 

In other words, this income tax attributed to this “first tier” income is a necessary 

and inescapable cost of providing service to customers. 

The situation is analogous to a subsidiary Subchapter C Corporation (“C- 

Corp”) utility of a parent holding company whose tax return is consolidated with 

the parent. The individual C-Corp utility does not file a separate tax return, yet this 

Commission has traditionally allowed income taxes to be computed on a stand- 

alone basis and included as a cost of service of the utility. 

IS OPERATING INCOME FOR A UTILITY WHOSE LEGAL STATUS IS 

THAT OF A C-CORP DETERMINED BY CONSIDERING THE IMPACT 

OF INCOME TAXES? 

Yes. The rate of return that is applied to rate base to determine the requirec 

operating income is an after-tax return. Pass-through entities like S-Corps shoulc 

be afforded the same treatment as C-Corps. Otherwise, for example, a 10 percen 

authorized return to an S-Corp does not have the same meaning nor does it providc 
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the same effective return as a 10 percent return to a C-Corp - one is before tax and 

the other is after tax. 

Rate making should be applied in a manner which produces reasonable and 

realistic results no matter what the legal form of the utility is. Inclusion or 

exclusion of income taxes should not be limited to a technical distinction. Rather it 

should be based on whether it is fairly recovered as a cost of service without 

discrimination. The income taxes required to be paid by shareholders on a utility’s 

income are inescapable business outlays that are directly attributable to the utility 

and are directly comparable with similar taxes paid by C-Corps. Otherwise 

ratepayers receive an unjustified windfall and, concurrently, shareholder 

investment value is diminished from the lower revenue requirement and operating 

income when income taxes are excluded. 

DOESN’T THE FEDERAL ENERGY REGULATORY COMMISSION 

HAVE A POLICY OF INCLUDING AN INCOME TAX ALLOWANCE 

FOR TAX PASS-THOUGH ENTITIES? 

Yes. The Federal Energy Regulatory Commission (“FERC”) has an established 

policy of including an income tax allowance for tax pass through entities.’ I have 

included a copy of the Policy Statement on Income Tax Allowances (“Policj 

Statement ’7 as Exhibit TJB-RB-DT1. The Policy Statement provides an in-depth 

discussion of the rationale for including an income tax allowance for tax pass- 

through entities not dissimilar to the rationale discussed previously. 

See Federal Energy Regulatory Commission, 1 1 1 FERC 6 1,139, Docket PLO5-5-000. 
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PLEASE EXPLAIN THE FERC METHODOLOGY FOR THE 

DETERMINATION OF THE INCOME TAX ALLOWANCE FOR TAX 

PASS-THROUGH UTILITIES. 

The basic FERC methodology is summarized as follows: 

1. Drill down through all stockholders until a taxable or nontaxable 

entity is reached. 

Establish a marginal tax rate for each taxable entity (FERC typically 

uses presumptive rates of 28% for all individual taxpayers and 35% 

for taxable entities). 

Calculate a weighted average tax rate for the combined ownership. 

Use weighted average tax rate for calculating income tax allowance. 

2. 

3. 

4. 

HAVE YOU FOLLOWED THE FERC METHODOLOGY IN THE 

INSTANT CASE? 

Yes, with some modifications in order to make the computed effective income tax 

rate and the income tax allowance more conservative. Instead of using the FERC 

presumptive marginal tax rates of 28 percent for individuals and 35 percent foi 

taxable entities, I computed the actual effective tax rates for individuals and entities 

based upon their proportionate share of income at proposed revenues using thc 

applicable federal and state tax rates. The computed individual effective tax rates 

(federal and state) range from a low of about 12.8 percent to a high of about 32 

percent. The average of these rates is about 18.2 percent; far lower than the 2t 

percent FERC presumptively employs. The taxable entity effective tax rates rangt 

&om a low of about 15 percent to a high of about 18 percent. The average of thesc 

rates is about 16.6 percent; far lower than the 35 percent FERC presumptive11 

employs. 
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In the i stant case, as a result of using the modified approach describ d 

above, the effective federal tax rate is about 24.5 percent. Compare this rate to an 

effective federal tax rate of about 29 percent when a 28 percent and 35 percent rate 

is used for individuals and taxpaying entities, respectively. Clearly, the modified 

approach employed in the instant case is more conservative. 

HOW DOES THE COMPUTED OVERALL EFFECTIVE TAX RATE 

COMPARE TO A COMPARABLE C-COW? 

The computed overall effective tax rate (federal and state) at proposed revenues is 

approximately 27.8 percent, whereas the effective tax rate for a comparable C-Corp 

would be approximately 4 1.5 percent. 

D. Rate Design (H Schedules). 

WHAT ARE THE COMPANY’S PRESENT RATES FOR WATER 

SERVICE? 

The Company’s present rates are: 

MONTHLY SERVICE CHARGES 

518” x 314” Meter $ 5.70 

314” Meter $ 5.70 

1 ” Meter $ 16.00 

1 112”Meter $ 21.00 

2” Meter $ 26.00 

3” Meter $ 40.00 

4” Meter $ 52.00 

6” Meter $100.00 

Irrigation $180.00 

Gallons in minimum (all classes, except irrigation) 1,000 

Gallons in minimum (irrigation) 100,000 
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COMMODITY RATES 

All Metered Usage, except irrigation 

Over 10,000 Gallons 

Irrigation 

All gallons over minimum 

WHAT ARE THE COMPANY’S 

SERVICE? 

The Company’s proposed rates are: 

MONTHLY SERVICE CHARGES 

5/8” x 3/4” Meter 

3/4” Meter 

1 ” Meter 

1 1/2” Meter 

2” Meter 

3” Meter 

4” Meter 

6” Meter 

Irrigation 

Gallons in minimum (all classes, except 

Gallons in minimum (irrigation) 

COMMODITY RATES 

5/8”X3/4” Meter - Res. 

1 Gallon to 10,000 gallons - Per 1,000 gallons $0.92 

$1.08 

$0.36 

PROPOSED RATES FOR WATER 

$ 7.36 

$ 7.36 

$ 20.67 

$ 27.13 

$ 33.59 

$ 51.68 

$ 67.18 

$129.20 

$232.56 
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1 to4,000 

4,001 to 10,000 

Over 10,000 

0 

0 

$0.96 

$ 1.36 
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leter - Corn. 

3/4” Meter - Res. 

3/4” Meter - Corn. 

1” Meter - Res., Com. 

1 %” Meter - Res., Corn. 

2” Meter - Res., Corn. 

3” Meter - Res., Corn. 

4” Meter - Res., Corn. 

6” Meter - Res., Corn. 

Irrigation - all meter sizes 

1 to 10,000 

Over 10,000 

1 to4,000 

4,001 to 10,000 

Over 10,000 

1 to 10,000 

Over 10,000 

1 to25,OOO 

Over 25,000 

1 to 50,000 

Over 5 0,000 

1 to 80,000 

Over 80,000 

1 to 160,000 

Over 160,000 

1 to 250,000 

Over 250,000 

1 to 500,000 

Over 500,000 

All gallons 

$ 1.36 

$ 1.86 

$0.96 

$ 1.36 

$ 1.86 

$0.96 

$ 1.36 

$ 1.36 

$ 1.86 

$ 1.36 

$ 1.86 

$ 1.36 

$ 1.86 

$ 1.36 

$ 1.86 

$ 1.36 

$ 1.86 

$ 1.36 

$ 1.86 

$0.70 

WHAT METER SIZE ARE THE MAJORITY OF CUSTOMERS ON AND 

WHAT WAS THE AVERAGE MONTHLY BILL DURING THE TEST 

YEAR? 

The largest customer class is the 5/8x3/4 inch residential class. The next largest 

customer class is the 1 inch residential class. As shown on Schedule H-2, page 1, 
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the average monthly bill under present rates for a 5/8x3/4 inch residential customer 

using an average 6,395 gallons is $10.66. The average monthly bill under present 

rates for a 1-inch residential customer using an average 28,258 gallons is $44.00. 

WHAT WILL BE THE AVERAGE 5/8X3/4 INCH RESIDENTIAL AND 1 

INCH RESIDENTIAL CUSTOMER AVERAGE MONTHLY BILL UNDER 

THE NEW RATES? 

As shown on Schedule H-2, page 1,  the average monthly bill under proposed rates 

for a 5/8x3/4 inch residential customer using an average 6,395 gallons is $14.49 - a 

$3.83 increase over the present monthly bill or a 35.91 percent increase. The 

average monthly bill under proposed rates for 1 -inch residential customer using an 

average 28,258 gallons is $60.87 - a $16.87 increase over the present monthly bill 

or a 38.34 percent increase. 

IS THE COMPANY’S RATE DESIGN A CONSERVATION ORIENTED 

RATE DESIGN? 

Yes. Inverted tier rate designs are conservation oriented. The smaller residentia 

meters (5/8”x3/4” and 3/4”) are on an inverted three tier rate design and all othei 

meter sizes are on an inverted two tier design. As I will discuss in the next section 

conservation oriented rate designs are not cost based rate designs. However, as : 
will discuss later in my cost of service study, the Company’s proposed design doe: 

provide for less subsidization of the 5/8x3/4 inch metered class by the larger metei 

sizes. It also provides somewhat less revenue stability than the current rate desigr 

in that it provides for about 33 percent of the revenue requirement from monthlj 

minimums whereas under present rates about 39 percent of revenues are derive( 

from the monthly minimums. Generally, the portion of revenue derived from the 

monthly minimums should be in the range of 40 to 50 percent and ideally closer to 

50 percent. 
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PLEASE DESCRIBE THE CUSTOMER TYPES WHICH COMPRISE THE 

IRRIGATION CLASS. 

The irrigation customers are the three homeowner associations (“HOAs”) in Sun 

Lakes. Each association uses irrigation water for landscaping, lakes and golf 

courses. 

IS THE COMPANY PROPOSING AN INVERTED TIER RATE DESIGN 

FOR THE IRRIGATION CLASS? 

No. The Company proposes to continue with the current rate design for the 

irrigation class, which is characterized by a relatively high monthly minimum and 

single tier commodity rate. The Company does propose to eliminate the 100,000 

gallons included in the monthly minimum under present rates. This design is 

similar to the rate design for effluent sales of the Wastewater Division. 

WHY IS THE COMPANY PROPOSING TO KEEP THE CURRENT RATE 

DESIGN? 

A rate design that would be typically used for the irrigation class would have a 

substantially greater commodity rate’’ and this would have an adverse impact on 

the HOAs. The Company is concerned that the impact of setting the irrigation 

commodity rate at either the second or third tier commodity rates of the other 

customer classes will result in rate increases of 200 to 300 percent to the HOAs. 

The increase to the HOAs would provide little benefit to Pima’s other customers, 

since they are the ones ultimately finding the HOAs. Even though the proposed 

irrigation commodity rate is less than the first tier commodity rate of the small 

metered customers the irrigation class will see the highest rate increase of all the 

customer classes. Under the Company’s proposed rate design the irrigation class 

For example, Chaparral City Water Company’s irrigation commodity rate is equal to the second tier IO 

commodity rate. LPSCO’s irrigation rate is equal to the third tier commodity rate. 
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will see nearly a 94 percent increase at the average usage. By comparison, the 

largest customer class is the 5/8x3/4 inch residential and will see about a 36 percent 

increase at the average usage. 

1. Other Tariff Changes. 

IS THE COMPANY PROPOSING ANY CHANGES TO MISCELLANEOUS 

SERVICE CHARGES FOR THE WATER DIVISION? 

Yes. The Company is proposing an establishment fee, reestablishment fee (within 

12 months), reconnection fee (delinquent), and an after-hours service charge. 

2. Cost of Service Study (G Schedules). 

WHAT IS A COST OF SERVICE STUDY? 

A cost of service study is an analysis of the adequacy of water revenues and 

revenue requirements to be met by the various classes of customers under both 

existing and proposed rates. The study begins with an allocation of utility plan1 

and expenses into cost and asset functions which are then allocated to customer 

classifications. The study attempts to trace the costs resulting from meeting the 

customers’ service requirements. Ideally, the revenues received from each 

customer class should equal the cost of providing service to that customer class, 

The cost to provide service includes the operating and maintenance expenses and 

the capital costs. Operating and maintenance expenses include the costs 01 

operating the system and the costs of maintaining system facilities and equipment. 

Capital costs include investment-related cash requirements such as debt service. 

contributions to debt service reserves, and capital requirements not financed by 

debt. Capital costs also include depreciation expense and either a return on rate 

base (for-profit utilities) or an operating margin (non-profit utilities) as well a: 

incomes taxes and other taxes, if applicable. 
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WHAT IS THE PURPOSE OF A COST OF SERVICE STUDY? 

Typically, the purpose of preparing a cost of service study is to offer guidance in 

setting rates to be charged for utility service. The basic premise in establishing 

rates for the various classes of customers that are both adequate and equitable is 

that rates should reflect the cost of providing utility service. Generally, regulators 

should set rates based on the cost of service. Put simply, this assures that the cost 

of providing service is allocated equitably among customers and customer classes. 

Cost-based rates also send an appropriate price signal to customers because the 

amount paid for service approximates the cost to provide the service. In other 

words, subsidies between customers are minimized. 

There are many factors at play when rates are set, which may result in rates 

that are not adequate and/or equitable between the various classes of customers. 

Non-economic factors may be at play when rates are set. For example, the 

regulatory body may favor subsidizing one class of customer by shifting costs ta 

other classes of customers, or shifting revenues within one class of customer to 

subsidize members within that class. Lifeline or discounted rates, which are 

sometimes used to assist low-income customers in areas with high utility costs, are 

prime examples of subsidization of a class of customers by other customers. I1 

possible, Lifeline or discounted rates should not apply to a whole customer class. 

If Lifeline or discounted rates are needed, they should be offered only to customers 

meeting some income test. 

Another example is rate designs intended to encourage conservation. 

Conservation-based rates deviate from cost-of-service principles because large] 

water users pay more than their cost of service. Inverted-tier rates shift revenue 

recovery into the upper rate blocks in order to send a price signal to customers. 

regardless of the cost to serve those customers. This may be a desirable social 
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policy, but these rates may also be regarded as unfair and discriminatory by larger 

water users on economic grounds. 

Thus, public policy may have a significant impact on rate design. The 

Commission should consider the impact that these sorts of alternative rate designs 

have on other customers, and the degree that such approaches deviate from cost- 

based rates, which may result in inequities and, in extreme cases, cause customers 

to develop alternatives to service from the utility provider. In the end, the goal is 

for the Company to recover its revenue requirement. 

HOW IS YOUR COST OF SERVICE STUDY ORGANIZED? 

The standard filing requirements call for Schedules G-1 through G-7. I have also 

included Schedules G-8, G-9, and G-10. These schedules show cost based rate 

designs, which I will explain later in my testimony. 

G Schedules with higher numbers, Le., 5 ,  6 and 7, contain the allocation 

factors and actual allocations to functions. These functions are then carried 

forward to the summary G schedules 1, 2, 3 and 4, which allocate expenses and 

plant (by function) to classes of customers (by meter size). 

I will start my analysis using Schedule G-7 and end with Schedules G-2 and 

G-1. I will then describe Schedules G-8 and G-9. 

BEFORE YOU PROCEED, WHAT IS A “FUNCTION?” 

Functions refer to the plant and the expenses needed to get the water (the 

commodity) from the source (well or surface water) to the customer. The function2 

are commodity, demand, customer, meter, and service. 

Commodity refers to the actual volume of water delivered. The commoditj 

function is used to derive the commodity rate or the rate charged per unit oj 

measurement, Le., 1,000 gallons of water. Demand refers to how the water systetr 

is sized to deliver the water, which is normally determined by total customers a n c  
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fire flow requirements. Hence, the system is built to be able to deliver water (the 

commodity) to customers, as well as the demand placed on the water system when 

water is used to contain or fight a fire. 

Customer, service, and meter functions are also used to develop the monthly 

minimum charged to each class of customer. The full cost of the demand function 

should also be included in the monthly minimum charge. However, the practice of 

Staff has been to allocate a portion of the demand fbnction to both the commodity 

rate and the monthly minimum charge, and this has generally been adopted by the 

Commission in my experience. 

Demand, customer, service and meter functions refer to the delivery of the 

water fiom the Company’s wells, surface sources or reservoirs through the 

transmission and distribution mains to the individual customer’s premises. T h e  

costs associated with demand, customer, service and meter functions are incurred 

whether the customer uses 1,000 gallons or 1,000,000 gallons of water each month. 

Fire protection assets (e.g., hydrants) and expenses associated with fire 

protection, including depreciation, should be allocated to the customer function 

because fire protection generally benefits all customers on the system. This has 

been the Commission’s policy with regard to fire protection costs. 

WHAT TYPE OF COST OF SERVICE STUDY DID YOU PREPARE TO 

SUPPORT THE PROPOSED RATES? 

I used the Commodity / Demand Method for the cost of service study. This 

method normally separates expenses and assets into three primary functions 01 

components: commodity; demand; and customer (with hrther breakdown ol 

customer costs and plant into meter and service line). 

Commodity costs are costs that tend to vary (change) with the production or outpur 

of water. These costs would consist primarily of power costs, chemicals, watei 
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treatment, purchased water, and other variable expenses. Please note that I 

included a portion of the demand function into the commodity function to adhere to 

Commission Staffs past practices. 

Demand costs are capital and maintenance costs of facilities related to meeting the 

peak demand or peak usage requirements. The plant assets which cause the bulk of 

the demand cost are transmission and distribution mains. 

Customer costs are those costs related to serving and/or having customers, without 

regard to the amount of water used. These costs would include meter reading, 

billing, customer accounting and collection, and the capital costs and maintenance 

costs related to the meters, services, and customer equipment such as meters, 

service lines, computers, office furniture, transportation equipment, etc. 

AFTER COSTS ARE ALLOCATED TO FUNCTIONS, HOW ARE 

EXPENSES AND ASSETS THEN ALLOCATED TO THE INDIVIDUAL 

CLASSES OF CUSTOMERS? 

After the expenses and assets are allocated to the commodity, demand, customer, 

service, and meter functions, the values for the functions were then allocated to 

various customer classes. Customer classes are based on meter sizes on the 

system. 

DOES A COST OF SERVICE STUDY PROVIDE DATA TO DETERMINE 

HOW THE TIERED RATE DESIGN SHOULD BE SET? 

No. The cost of service study will provide the cost of the commodity, but it will 

not provide data on where rate tiers should be set. The tiers rates can be based on 

studying the usage by the customers. 
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WOULD YOU PLEASE DESCRIBE AND EXPLAIN THE SCHEDULES 

THAT COMPRISE YOUR COST OF SERVICE STUDY, AND WOULD 

YOU DESCRIBE HOW THE VARIOUS FUNCTIONS WERE 

DEVELOPED? 

The allocations for the development of the class allocation factors are shown on 

Schedule G-7, pages 1 through 3. 

The commodity allocation is based on the number of gallons of water used 

by customers on various sizes of meters, plus the gallons from the revenue 

annualization to year-end number of customers, divided by the total gallons oi 

water sold (including gallons from the revenue annualization) during the test year. 

Thus, if 80,000,000 gallons of water were sold through the 5 / 8  inch meters, out of a 

total of 100,000,000 gallons of water sold by the water utility, this meter size 

would be allocated 80% of the commodity cost. 

The demand allocation factor consists of the number of meters for each size 

of meter on the system, multiplied by the equivalent weight of each size of meter 

The equivalent weight is determined by the flow capacity of each meter. A 518 

inch meter can flow 20 gallons per minute, while a 6 inch meter can flow 1,OOC 

gallons per minute. Thus, one 6 inch meter is equivalent to approximately fifty 5/E 

inch meters. The larger meters are restated into equivalent 5 /8  meters to derive i 

monthly meter charge for the 5/8 inch meter. Then based on flow capacity 

monthly minimums are developed for larger meters. 

The customer allocation factor is the number of customers on each sizc 

meter. The allocation is based on total meters, not equivalent meters. It costs nc 

more to read a 6 inch meter than a 518 inch meter, and it costs the same to issue i 

bill. 
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I computed the meter allocation factor by multiplying the number of meters 

times the most recent cost of installing a meter." The dollar weighted value of 

meters is then divided by the total computed meter cost to derive the meter 

allocation factor to each class of customer. 

The service line allocations were computed in the same manner as the 

meters. That is, I used the values listed on the Staff memorandum to derive a total 

value of the service lines. The allocation to each service line size was the result of 

dividing the dollar value of the service lines for each customer class by the total 

dollar value of the service lines. 

Schedule G-7, page 2.1 lists the allocation factors for repairs and 

maintenance expense, contractual services, purchased power, purchased water, 

transportation, chemicals, water testing, and salaries and wages. Allocation factors 

for these expenses were determined by examining the causal relationships of each 

expense to the various functions, which may include an examination of the 

recorded amounts during the test year and the use of professional judgment. 

The depreciation expense allocations shown on Schedule G-6, page 2, apply 

the allocation factors shown on Schedule G-7, page 2, times the depreciation 

expense for each plant asset. For the demand function for Wells, Mains, Water 

Treatment Equipment, and Pumping Equipment, I assumed an allocation factor of 

90 percent. Ten percent of plant values and related depreciation expense for Wells, 

Mains, Water Treatment Equipment, and Pumping Equipment was allocated to the 

commodity function. 

The depreciation expense was computed with the Company's depreciation 

rates. 

I '  Costs were used from the Commission Staff Engineering memorandum originated by Marlin Scott, Jr., 
dated February 2 1,2008. 
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The operation and maintenance expense allocation to functions (commodity, 

demand, customer, service, and meter) are shown on Schedule G-6, page 1 .  

On Schedule G-5, page 2, I allocated net plant rather than gross plant, via 

deducting the accumulated depreciation from each plant asset. 

I deducted AIAC and CIAC from the plant balances normally financed with 

AIAC and CIAC, which would be primarily transmission and distribution mains. 1 

allocated the AIAC and CIAC to both the demand and commodity functions to be 

consistent with my allocation of the transmission and distribution mains. The 

allocations are shown on Schedule G-5, page 2. 

Then I computed rate bases for each function (commodity, demand 

customer, service and meter). The rate bases by function are shown on Schedulc 

G-5, page 1 .  

Schedule G-4 allocates the commodity, demand, customer, service anc 

meter expenses to meter sizes using the allocation factors developed on Schedulc 

G-7, page 3. 

Schedule G-3 allocates the rate bases for commodity, demand, customer 

service, and meter to customer classes, which are meter sizes. 

Schedules G-1 and G-2 derive the return on rate base by customer classei 

(meter sizes) at present and proposed rates, respectively. The returns on rate bast 

are computed by dividing the operating income for each meter size by the rate bas 

for that meter size. 

Property taxes are allocated based on revenue, as this revenue is the mail 

factor in the method used by ADOR to determine the full cash value of the utility. 

Income Taxes are allocated based on taxable income on Schedules G- 

and G-2. 
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DID YOU PREPARE SCHEDULES SHOWING RATE DESIGNS BASED 

ON THE COST OF SERVICE STUDY? 

Yes. Cost based monthly minimums and commodity rates are shown on Schedule 

G-8. 

WOULD YOU PLEASE DISCUSS SCHEDULE G-8? 

Schedule G-8 computes the cost based monthly minimums for each meter size and 

the commodity rates. On Schedule G-8, in the monthly minimums for each size 

meter, I have included the demand related expenses and capital costs. The 

computed monthly minimum gives guidance on the rates that should be charged 

regardless of customer water usage. The proposed rates in the instant case as to 

monthly minimum charges on the H-3 schedule are noticeably below what the 

computed monthly minimums shown on Schedule G-8, page 3. 

The computed commodity rate is substantially below the proposed 

commodity rates on the H-3 schedule under both present and proposed rates. The 

disparity (computed cost vs. proposed rates) continues as you compare the 

proposed rates using tier two or three tier rates. 

WHAT IS THE MONTHLY MINIMUM FOR A CUSTOMER ON A 5/8X3/4 

INCH METER THAT YOU COMPUTED IN YOUR COST OF SERVICE 

STUDY? 

The monthly minimum, with no water in that minimum, should be $18.40 wher 

you include the allocations for expenses and plant for the function of demand 

customer, meter and service line. 
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HOW DOES THE COMPUTED MONTHLY MINIMUM CHARGE 

COMPARE TO THE COMPANY'S PROPOSED MONTHLY MINIMUM? 

The proposed monthly minimum for a 5/8x3/4 inch meter is $7.36, or 

approximately 40 percent of the computed monthly minimum of $18.40 as shown 

on Schedule G-8, page 3. Thus, the proposed monthly minimum is about $1 1 

below the actual cost for the monthly minimum. 

WHAT IS THE COMPUTED COMMODITY CHARGE, WITHOUT 

REGARD TO TIERS, THAT WOULD BE DERIVED FROM YOUR COST 

OF SERVICE STUDY? 

The computed commodity rate is $0.2994 per 1,000 gallons of water from the cos1 

of service study. l2 

HOW DOES THE COMPUTED COMMODITY RATE COMPARE TO THE 

COMPANY'S PRESENT AND PROPOSED COMMODITY RATES? 

The commodity rate under present rates being charged is $0.92 per 1,000 gallons 

for the first 10,000 gallons and $1 .OS per 1,000 gallons over 10,000 gallons. T h e  

first tier rate is approximately 3.1 times what it costs to produce the water. Thc 

second tier rate is approximately 3.6 times what it costs to produce the water. 

The Company's proposed commodity rates are $0.96 for tier one, $1.36 foi 

the tier two, and $1.86 for tier three for the 5/8x3/4 inch and % inch residentia 

meters. The proposed first tier rates are about 3.2 times the cost to produce the 

water. The proposed second tier rates are nearly 4.5 times the cost to produce thc 

water while the proposed third tier rate is nearly 6.2 times the cost to produce tht 

water. Thus, the proposed first tier, second tier and third tier commodity rates arc 

vastly overstated when compared to the cost to produce the water. 

'* See Schedule G-8, page 3. 
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WHAT IS THE IMPACT OF SETTING THE MONTHLY MINIMUMS 

SUBSTANTIALLY BELOW COST? 

It adds substantial risk. Inverted multi-tiered rates designs as proposed in this case 

encourage conservation. If conservation is actually achieved, usage will decline 

and it will cause a substantial shortfall in the revenues the Company collects. That 

means that it will be impossible to actually achieve the requested return. The 

Company’s proposed design reduces the amount recovered from the monthly 

minimums which does not help mitigate the revenue instability since the monthly 

minimums do not cover the demand, customer, meter and service costs (the “fixed” 

costs in the cost of service). 

COULD YOU ILLUSTRATE THE ABOVE ANSWER? 

Yes. Schedule G-9 illustrates what happens when conservation is achieved. On 

Schedule G-9, page 1, I have constructed the illustration showing the profit or loss 

from proposed rates that is achieved for the 5/8 inch metered residential customer 

at increments of 1,000 gallons through 100,000 gallons of monthly usage. The 

cross over point going from a loss to a profit is between 10,000 and 12,000 gallons 

and is substantially above the average usage for the 5/8x3/4 inch meter customel 

class of approximately 6,395 gallons. 

On Schedule G-9, page 2, I have constructed the illustration showing the 

profit or loss from proposed rates that is achieved for the 3/4 inch metered 

commercial customer (there are no 3/4 inch residential customers) at increments ol 

1,000 gallons through 100,000 gallons of monthly usage. The cross over poinr 

going from a loss to a profit is between 16,000 and 18,000 gallons and i: 

substantially below the average usage for the 3/4 inch metered commercia 

customer class of approximately 3 1,484 gallons. 
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On Schedule G-9, page 3, I have constructed the illustra ion showing the 

profit or loss from proposed rates that is achieved for the 1 inch metered residential 

customer at increments of 1,000 gallons through 100,000 gallons of monthly usage. 

The cross over point going from a loss to a profit is between 20,000 and 25,000 

gallons and is substantially below the average usage for the 1 inch metered 

residential customer class of approximately 28,258 gallons. 

By pricing the monthly minimum substantially below cost and the 

commodity rate substantially above cost, the Company will underearn if water 

sales drop. Conversely, if water sales increase, there is the potential to over earn. 

Although in this particular case, since the average usage of the largest customer 

class (5/8x3/4 inch residential) is well below the break-even point, the potential to 

over earn is far less likely than the potential to under earn. 

WHAT ABOUT MOVING FROM A TWO-TIERED TO A THREE-TIERED 

RATE DESIGN, PARTICULARLY FOR THE SMALLER RESIDENTIAL 

METERS? . 

That adds hrther risk. With the proposed rate design, the monthly minimum is 

being substantially subsidized by the commodity rate. In other words, the 

Company must recover a large amount of fmed costs, through sales of water, whicl- 

can vary based on weather, or conservation efforts. Any conservation bj 

customers will substantially impact the Company's net income. 

WHAT HAPPENS WHEN THE MONTHLY MINIMUMS ANC 

COMMODITY RATES ARE NOT PRICED AT COST? 

Two things can happen. If customers don't conserve and usage increases rathei 

than decreases, the Company will over earn. If customers conserve, or just use ies: 
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A. 

Q* 

A. 

water due to more rainfall, the Company will under earn. If usa changes 

substantially, either up or down, the impacts I just referred to will be magnified. 

BUT EVEN IF THE MONTHLY MINIMUMS AND COMMODITY RATES 

ARE PRICED AT COST, WOULDN’T THE COMPANY STILL OVER OR 

UNDER EARN IF CUSTOMERS USE MORE OR LESS WATER? 

Yes, but to a lesser lower extent. 

WHAT WOULD BE A SINGLE TIERED RATE DESIGN ASSUMING 

APPROXIMATELY THE SAME LEVEL OF REVENUES WERE 

RECOVERED THROUGH THE MONTHLY MINIMUM AS PROVIDED 

BY THE COMPANY’S PROPOSED MONTHLY MINIMUMS? 

On Schedule G-8, page 4, I set forth a computation of a single tiered rate design 

The rate design assumes rates charged are sufficient to recover the customer’s cos 

of service which would include the 9.47 percent return. As shown, the 5/8x3/L 

inch month minimum would be $9.64 and the commodity rate $0.941. M! 

computation contemplates 45 percent of the demand costs and 45 percent of thc 

customer, service and meter costs included in the computation of the month11 

minimum. The 45 percent is substantially above the 33 percent of the proposec 

revenues recovered through the monthly minimums in the instant case. However 

in my experience, the monthly minimums under Staffs proposed rate design 

typically recover 40 to 50 percent of the “fixed costs.” Thus, 45 percent is not ai 

unreasonable figure. 

The computed monthly minimum of $9.64 is higher than the proposec 

monthly minimum of $7.36 for a 5/8x3/4 inch metered residential customer. Thl 

computed commodity rate of $0.941 is slightly lower than the proposed first tie 
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a negative 0.59 percent, which implies that this class of customer is not paying its 

cost of service and is the largest cause of the overall low return of 1.47 percent fo1 

the test year under present rates. On the other hand, the larger sized meters, suck 

as the 1 inch, 1% inch, 2 inch are providing positive returns. Even the irrigatior 

class is providing a positive return, and the irrigation class has the lowesi 

commodity rate. This is largely because of the volume of water sold to tht 

irrigation class. That said, the positive returns of the larger meter sizes and tht 

irrigation customers indicate that these customer classes are subsidizing the 5/8x3/4 

inch customer class. 

WHAT ARE THE RETURNS FOR THE VARIOUS METER SIZES A? 

PROPOSED RATES? 

As shown on Schedule G-2: the returns at proposed rates also vary substantiall! 

between the various meter sizes. While all the returns are positive, the 5/8x3/f 

inch metered residential customers continue to provide the lowest return at 4.34 

percent. In fact, the 4.34 percent return is well below the Company’s requested 

return of 9.47 percent. As can be found, the larger sized meters, such as the 1 1/2 

inch, 2 inch, as well as the irrigation class, are providing much higher, positive 

returns. This indicates that the larger meter customer classes and the irrigation 

2 

3 

class continue to subsidize the 5/8x3/4 inch residential customers under the 
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rate of $0.96 and approximately 1.45 times the proposed second tier rate of $1.36, 

and nearly 2 times the third tier rate of $1.86. 

WHAT IS THE RANGE OF THE RETURNS FOR THE VARIOUS METER 

SIZES AT PRESENT RATES? 

As shown on Schedule G-1, the returns vary substantially between the various 

meter sizes at the present rates. The largest customer class, the 5/8x3/4 inch 

residential, provides the lowest return under the present rates. In fact, the return is 
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Company’s proposed rates. However, consistent with the concept of gradualism, 

there is a material improvement in eliminating subsidization of the 5/8x3/4 inch 

meters under the Company’s proposed rates. 

ISN’T THE RETURN PROVIDED BY THE IRRIGATION CLASS THE 

HIGHEST? 

Yes. As shown on Schedule G-2, the irrigation class provides the highest return at 

over 57 percent. I should note that under the Company’s proposed rate design, the 

irrigation class will be impacted the greatest with a rate increase at the average 

usage of nearly 94 per~ent.’~ This is over 2.6 times the impact on the 5/8x3/4 inch 

residential customers at about 36 percent. 

WASTEWATER DIVISION 

A. 

MR. BOURASSA, LET’S TURN TO THE COMPANY’S WASTEWATER 

DIVISION SCHEDULES. PLEASE DESCRIBE THE SCHEDULES 

LABELED AS A, E, AND F. 

The A-1 Schedule is a summary of the Wastewater Division rate base, operating 

income, current operating margin, required operating margin, operating income 

deficiency: and the increase in gross revenue. A 9.47 percent return on FVRB is 

requested. The increase in the revenue requirement is $691,210. Revenues at 

present and proposed and customer classifications are also shown on this schedule. 

The A-2 Schedule is a summary of results of operations for the test year, 

Summary of A, E and F Schedules 

prior years, and a projected year at present rates and proposed rates. 

Schedule A-3 contains the Company’s capital structure for the test year and 

the two prior years. 

l3  See Schedule H-2, page 1. 
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Schedule A-4 contains the plant construction, and plant in service for the 

test year and prior years. The projected plant additions are also shown on this 

schedule. 

Schedule A-5 is the summary of the Company’s changes in financial 

position (cash flow) for the prior two years, the test year at present rates, and a 

projected year at present and proposed rates. 

The E Schedules are based on the Company’s actual operating results, as 

reported by the Company in annual reports filed with the Commission. The E-1 

Schedule contains the comparative balance sheet data the years 2008, 2009, and 

20 10 ending on December 3 1. 

Schedule E-2, page 1, contains the income statement for the years 2008, 

2009, and 20 10 ending on December 3 1. 

Schedule E-3 contains the statements of changes in the Company’s financial 

position for the test year and the two prior years. 

Schedule E-4 provides the changes in membership equity. 

Schedule E-5 contains the Company’s plant in service at the end of the tesl 

year, and one year prior to the end of the test year. 

Schedule E-7 contains operating statistics for the years ended 2008, 2009 

and 20 10 ending on December 3 1. 

Schedule E-8 contains the taxes charged to operations. 

The accountant’s notes to the financial statements and the financial 

assumptions used in preparing the rate filing schedules are shown on Schedules E-S 

and F-4, respectively, in accordance with the Commission’s standard filing 

requirements. The Company does not prepare audited financial statements. 

Schedule F-1 contains the results of operations at the present rates (actua 

and adjusted), and at proposed rates. 
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Schedule F-2 contains the summary of changes in financial position (cash 

flow) for the prior two years, the test year at present rates, and a projected year at 

present and proposed rates. 

Schedule F-3 shows the Company’s projected construction requirements foI 

201 1,2012, and 2013. 

Schedule F-4 contains the assumptions used in developing the adjustment5 

and projections contained in the rate filing. 

B. Rate Base (B Schedules) 

WOULD YOU EXPLAIN THE RATE BASE SCHEDULES, WHICH ARE 

LABELED AS THE B SCHEDULES? 

Yes. I will start with Schedule B-5, which is the working capital allowance. MJ 

rationale for not doing a leadlag study and the reasons for my recommendation o 

zero working capital are explained above with respect to the Water Division.I4 

HAVE YOU PREPARED SCHEDULES SHOWING ADJUSTMENTS TO 

THE WASTEWATER DIVISION’S ORIGINAL COST RATE BASE? 

Yes. Schedule B-2 shows adjustments to the Wastewater Division’s OCRB cos 

rate base proposed by the Company. Schedule B-2, pages 2 through 5, provide thc 

supporting information. These adjustments are, in summary: 

B-2 adjustment number 1, as shown on Schedule B-2, page 2, adjusts plant 

in-service. There are a number of plant-in-service adjustments included in 

Adjustment 1. These are shown on Schedule B-2, page 3, and are labeled as 

adjustments “A,” “B,” “C,” and “D.“ 

Adjustment A of B-2 adjustment number 1 adjusts plant-in-service to reflect 

the reclassification of plant from the Wastewater Division to the Water Division. 

I4 See pages 6 - 7, supra. 
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This reclassification of plant is discussec 

Ray Jones.’’ 

lli more detail in the Direct Testimony o 

Adjustment B of B-2 adjustment number 1 adjusts plant-in-service to reflec 

the reclassification of plant from the Water Division to the Wastewater Division 

In short, the reclassified plant is related to effluent recharge facilities anc 

equipment which more properly belongs with the Wastewater Division. Thi 

reclassification of plant is also discussed in more detail in Mr. Jones’ direc 

testimony. I 6  

Adjustment C of B-2 adjustment number 1 adjusts plant-in-service to reflec 

retirements that were not recorded as of the end of the test year. The propose1 

plant retirements are discussed in more detail in Mr. Jones’ direct te~tim0ny.I~ 

Adjustment D of B-2 adjustment number 1 reclassifies plant-in-service tl 

the proper plant-in-service accounts. The net adjustment to plant-in-service is zerc 

This adjustment is discussed in more detail in Mr. Jones’ testimony.” 

PLEASE CONTINUE. 

Adjustment B-2 shown on Schedule B-2, page 2, adjusts accumulated depreciation. 

The details of the accumulated depreciation adjustment are shown a Schedule B-2, 

page 4. There are two plant-in-service adjustments included in Adjustment 2. 

These are shown on Schedule B-2, page 4, and are labeled as adjustments “A” and 

“B .” 
Adjustment A of B-2 adjustment number 2 adjusts accumulated depreciation 

for the proposed retirements shown in Adjustment C of B-2 adjustment number 1 .  

Is See Jones Dt. at 9. 
Id. at 10:20 - 11:3. 

l7 Id. at 1 1 :4-8. 
Id. at 8:1? - 9:3. 
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Adjustment B of B-2 adjustment number 2 adjusts accumulated depreciation 

reflects the re-computed amounts of accumulated depreciation per the Company’s 

B-2 plant schedule. 

DO THE PLANT IN SERVICE AND ACCUMULATED DEPRECIATION 

BALANCES SHOWN ON B-2 REFLECT THE LAST COMMISSION RATE 

ORDER? 

Yes. 

discussed in the Direct Testimony of Ray Jones.” 

PLEASE CONTINUE. 

Adjustment B-2 shown on Schedule B-2, page 5, adjusts the accumulated 

amortization balance of CIAC to the recomputed amount reflecting the annual 

composite depreciation rate for plant-in-service. 

HOW WAS THE PROPOSED “FAIR VALUE” RATE BASE SHOWN ON 

The construction of the plant and accumulated depreciation balances is 

A-1 DETERMINED? 

As stated, the FVRB shown on Schedule A-1 is based on OCRB, with no 

adjustment for the current values of the Company’s plant and property. 

C. Income Statement (C Schedules) 

PLEASE EXPLAIN THE ADJUSTMENTS YOU ARE PROPOSING TO 

THE WATER DIVISION INCOME STATEMENT AS SHOWN ON 

SCHEDULES C-1 AND C-2. 

The following is a summary of adjustments shown on Schedule C-1: 

Adjustment 1 annualizes depreciation expense. The proposed depreciation 

rate for each component of utility plant is shown on Schedule C-2, page 2. The 

depreciation rates approved in the Wastewater Division’s last rate case were 

l9 Id. at 1O:l-19. 
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A. 

account specific rates. The Company proposes to continue to use account specific 

rates on a going forward basis. 

Adjustment 2 increases the property taxes based on proposed revenues. The 

details of the computation are shown on Schedule C-2, page 3. I discussed the 

property tax computation earlier in my testimony.20 

Adjustment 3 shows the rate case expense estimated by the Company. The 

Company estimates rate case expense for the Wastewater Division of $200,000. I 

explained the basis for this estimate in my testimony for the Water Division.21 

PLEASE CONTINUE WITH YOUR DISCUSSION OF THE INCOME 

STATEMENT ADJUSTMENTS. 

Adjustment 4 annualizes revenues to the year-end number of customers. The 

annualization of revenues is based on the number of customers at the end of the test 

year, compared to the actual number of customers during each month of the test 

year. Average revenues per customer by month were computed for the test year 

and then multiplied by the increase (or decrease) in number of customers for each 

month of the test year. The total of the monthly revenue change comprise the 

revenue annualization. This was done for each customer cIass. 

Adjustment 5 increases purchased power reflecting the offset of a one-time 

rebate credit from the Ocotillo Water Conservation District, as well as the 

additional power costs associated with recharge wells that the Company proposes 

to include in the Wastewater Division's plant that was recorded on the water books. 

Adjustment 6 annualizes purchased power expense based on the additional 

gallons sold from annualizing revenues to the year-end number of customers in 

'O See pages 1 o - 12, supra. 
*' See pages 12- 14, supra 
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Adjustment 4, above. This adjustment is intended to match the additional expense 

associated with the revenue annualization. 

Adjustment 7 increases operating expenses for amortization of previously 

authorized deferred operating costs. The Company has followed the method for 

computing the amount to be recovered and the amortization set forth in Decision 

62184 (January 5, 2000). The recovery of deferred operating costs is discussed in 

more detail in the Direct Testimony of Ray Jones.22 

Adjustment 8 reduces other wastewater revenues to reflect the annualized 

portion of effluent recharge credits sold during the test year. 

PLEASE EXPLAIN. 

Pima recharges effluent water through its recharge system and receives credit from 

ADWR. When enough credits are accumulated and there is a willing purchaser, 

the Company sells the credits. The Company’s sale of effluent credits totaled 

$40,000 during the test year. The Company estimates that such sales will occur 

about every ten years. Thus, the Company’s adjusted test year revenues include 

$4,000 of effluent credit sales revenues ($40,00OilO years). 

Adjustment 9 reflects the change to interest expense to reflect interesf 

synchronization with rate base. 

Adjustment 10 reflects income taxes based upon the Company adjusted tesl 

year revenue and expense. The rationale for including income taxes and the 

methods employed for determination of the effective federal and state tax rates was 

discussed earlier in my testimony.23 

22 Jones Dt. at 1 1  - 12. 
See pages 15- 18, supra. 23 
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D. Rate Desicn (H Schedules). 

WHAT ARE THE COMPANY’S PRESENT RATES FOR WASTEWATER 

SERVICE? 

The Company’s present rates are: 

MONTHLY SERVICE CHARGES 

518” x 314” Meter $22.73 

314” Meter $35.33 

. 1’‘ Meter $59.33 

1 112” Meter $1 17.33 

2” Meter $187.33 

3” Meter No Tariff 

4” Meter No Tariff 

6” Meter No Tariff 

Effluent Sales 

Monthly minimum $180.00 

Gallons in minimum 100,000 

Commodity Rate $0.58 

WHAT ARE THE COMPANY’S PROPOSED RATES FOR 

WASTEWATER SERVICE? 

The Company’s proposed rates are: 

MONTHLY SERVICE CHARGES 

518” x 314” Meter $27.79 

314” Meter $43.19 

1 ” Meter $72.53 

1 1/2”Meter $143.44 

2” Meter $229.0 1 
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3” Meter 

4” Meter 

6” Meter 

Effluent Sales 

Monthly minimum 

Gallons in minimum 

Commodity Rate 

$444.60 

$694.69 

$1,3 89.37 

$232.56 

0 

$0.70 

1. Other Tariff Changes. 

IS THE COMPANY PROPOSING ANY CHANGES TO MISCELLANEOU! 

SERVICE CHARGES FOR THE WASTEWATER DIVISION? 

Yes. The Company is proposing to eliminate the $260 impact fee as well as thc 

$500 Disconnect/Reconnect fee as the Company believes it these are no longe 

needed. The Company is proposing an establishment fee, reestablishment fei 

(within 12 months), reconnection fee (delinquent), and an after-hours servicl 

charge. 

DOES THAT CONCLUDE YOUR DIRECT TESTIMONY? 

Yes. 

. .  
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20050505-3001 Issued by FERC OSEC 05/04/2005 in Docket#: PLO5-5-000 

11 1 FERC 161,139 
UNITED STATES OF AMERICA 

FEDERAL ENERGY REGULATORY COMMISSION 

Before Commissioners: Pat Wood, 111, Chairman; 
Nora Mead Brownell, Joseph T. Kelliher, 
and Suedeen G. Kelly. 

Inquiry Regarding Income Tax Allowances Docket No. PLO5-5-000 

POLICY STATEMENT ON INCOME 
TAX ALLOWANCES 

(Issued May 4,2005) 

1. 
tax allowances. The Commission asked interested parties to comment when, if ever, it is 
appropriate to provide an income tax allowance for partnerships or similar pass-through 
entities that hold interests in a regulated public utility. The Commission concludes that 
such an allowance should be permitted on all partnership interests, or similar legal 
interests, if the owner of that interest has an actual or potential income tax liability on the 
public utility income earned through the interest. This order serves the public because it 
allows rate recovery of the income tax liability attributable to regulated utility income, 
facilitates investment in public utility assets, and assures just and reasonable rates. 

On December 2,2004, the Commission issued a notice of inquiry regarding income 

I. Backwound 

2. The instant proceeding was initiated by the Commission in response to the 
U.S. Court of Appeals for the District of Columbia remand in BP West Coast Products, 
LLC, v. FERC, in which the court held that the Commission had not justified the 
so-called Lakehead policy regarding the eligibility of partnerships for income tax 
allowances. The Lakehead case2 held that a limited partnership would be permitted to 
include an income tax allowance in its rates equal to the proportion of its limited 
partnership interests owned by corporate partners, but could not include a tax allowance 
for its partnership interests that were not owned by corporations. Prior to Lakehead, the 
Commission's policy provided a limited partnership with an income tax allowance for all 

BP West Coast Products, LLC v. FERC, 374 F.3d 1263 (D.C. Cir. 2004) 
(BP West Coast), reh g denied, 2004 U.S. App. LEXIS 20976-98 (2004). 

Lakehead Pipe Line Company, L.P., 71 FERC 161,388 (1995), reh 'g denied, 2 

75 FERC 7 6 1,18 1 (1996) (Lakehead). 
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of its partnership interests, but did so in the context that most partnerships were owned by 
corporations. This ruling was not appealed until a series of orders involving SFPP, L.P. 
in the proceedings underlying the remand.3 The Commission’s rationales for permitting a 
tax allowance for corporate partner interests were (1) the double taxation of corporate 
earnings, (2) the equalization of returns between different types of publicly held interests, 
i.e. the stock of the corporate partner (which involves two layers of taxation of 
partnership earnings) and the limited partnership interests (which involve only one), and 
(3) encouraging capital formation and investment. 

3. The court found all of these rationales unconvincing. First, the court rejected the 
double taxation rationale in Lakehead, concluding that (1) only the costs of the regulated 
entity may be recovered, and (2) taxes are but one cost paid by a corporate partner as part 
of its cost of doing bu~iness.~ The court also rejected the rationale that the investor 
should be able to obtain the same returns without regard to which instrument the investor 
purchases. The court rejected this argument by noting that if any income tax allowance is 
provided, this benefits all investors holding instruments proportionately because the 
additional income is shared on apro rata basis? Given this pro rata distribution of 
income by the partnership, the court concluded that non-corporate partners would receive 
an excess rate of return. 

_ -  

4. 
investor, the court made clear that this is a function of corporate structure and the 
attendant tax consequences, not the regulated utility’s risk.6 The court therefore 
concluded that the investor’s return and risk are no more appropriately attributed to the 

Thus, while the double taxation function may affect the eventual return for the 

Opinion No. 435 (86 FERC 7 6 1,022 (1999)), Opinion No. 4 3 5 4  (9 1 FERC 
7 61,135 (2000)), Opinion No. 43543 (96 FERC 7 61,281 (2001)), and an Order on 
Clarification and Rehearing (97 FERC 7 6 1,138 (200 1)) (collectively the Opinion 
No, 435 orders.) These are now pending before the Commission on remand and 
rehearing in Docket Nos. OR92-8-000, et al., and OR96-2-000, et al., respectively. 

BP West Coast at 1288. 

’Id. at 1292-93. 

In making a decision whether to buy a limited partnership interest (where only 
the unit holder’s income is taxed), or a share of a corporate partner (where the corporate 
income is taxed as well), it should be the individual investor that makes the adjustment 
for the double taxation. The individual investor can do this by paying prices that equalize 
the pre-tax return to the investor of the different instruments that have income derived 
from the same public utility assets. 
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regulated entity than are the investor’s various costs in determining the costs or 
allowances that the regulated entity is permitted to recover. 

5. 
allowance should be permitted to encourage capital to flow into public utility industries 
regulated by the Commission.’ Throughout its analysis the court stated that the 
Commission’s central assumption in its Lukeheud decisions was that income taxes are an 
identifiable cost for the regulated entity. Thus, if a partnership paid no income taxes, or 
had no potential income tax liability, no cost was incurred and therefore an income tax 
allowance would reimburse the entity for a phantom cost. Accordingly, the court 
concluded that a payment for a non-existent cost was still invalid even if designed to 
encourage needed infra-structure investment. 

The court also rejected the Commission’s third rationale that an income tax 

6. While the court’s decision addressed only the Order No. 435 opinions, it became 
apparent that the remand has implications for other proceedings and regulated utilities as 
well. As was discussed in the more recent Trans-Elect order,’ denying a tax allowance 
would significantly reduce the expected returns that were the basis for the investment in 
that project. In light of the broader implications of BP West Coast, the Commission 
sought comments here on whether the court’s ruling applies only to the specific facts of 
the SFPP, L.P. proceeding, or also extends to other capital structures involving 
partnerships and other forms of pass-through ownership. The Commission asked whether 
the court’s reasoning should apply to partnerships in which: (1) all the partnership 
interests are owned by investors without intermediary levels of ownership; (2) the only 
intermediary ownership is a general partnership; (3) all the partnership interests are 
owned by corporations; and (4) the corporate ownership of the partnership interests is 
minimal, such as a one percent general partnership interest of a master limited 
partnership. The Commission also asked if (1) the court’s decision precludes an income 
tax allowance for a partnership or other ownership interests under any of these situations, 
will this result in insufficient incentives for investment in energy infrastructure; 
(2) or will the same amount of investment occur through other ownership arrangements; 
and (3) are there other methods of earning an adequate return that are not dependent on 
the tax implications of a particular capital structure? 

11. Comments 

7. After an extension of the comment period to January 21,2005, thirty-three 
comments were timely filed with an additional nine comments filed late. As enumerated 
below in greater detail, the comments advocate four general positions. While no party 

’ BP West Coast. at 1292-93. 

’ Trans-Elect NTS Path 15, LLC, 109 FERC 7 6 1,249 (2004) (Trans-Elect). 
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argues for the continuation of the Lakehead doctrine in its current form, three appear to 
argue that an approach should be used to preserve the tax allowances now available to 
certain limited liability corporations (LLCs), or possibly provide a justification for tax 
allowances for all partnerships and LLCs, as long as there is no additional cost to the rate 
payers beyond that which would have been incurred through a corporate form. Three 
commentors argue for granting a tax allowance if a partnership is entirely owned by a tax 
paying corporation filing a consolidated return. Ten argue that the tax allowance should 
be granted only to entities that actually pay taxes and that there should be no allowance 
for “phantom” taxes. Twenty-four commentors would provide a tax allowance to all 
entities to assure that tax factors do not control the selection of the investment vehicle. 
Two filings were limited to interventions or minor comments and are not discussed 
further in this order.g 

A. Proposals Akin to Lakehead 

8. Three commentors expressed concern about the possible impact of the court’s 
decision on existing public utility partnerships that include for-profit private and non- 
profit public electric utilities. lo These concerns are summarized by Wisconsin Public 
Power Inc. (WPPI), which asserts that the Commission should permit LLCs and 
partnerships to have an income allowance if the LLC demonstrates that its structure 
would not increase the income tax component of the cost of service to transmission rate 
payers. WPPI is a part owner of the American Transmission Company, LLC (ATCLLC), 
which owns transmission lines conveyed to it by various utilities, private and public, in 
Wisconsin. To maintain cash flow neutrality for its owners after the facilities were 
transferred to ATCLLC, ATCLLC was provided a tax allowance equal to the blended tax 
rate of its owners. Thus, to the extent that the income stream to a private owner would be 
taxed at 35 percent, ATCLLC was provided an allowance for taxes on that income. A 
municipality pays no taxes and therefore that portion of the income stream did not result 
in a tax allowance. The ATCLLC income stream is then allocated at the owner level in a 
way that prevents over or under-recovery. 

9. WPPI states that this arrangement assured that the income stream from 
transmission operations would not be taxed at the operating level of ATCLLC, thus 
retaining the two tier structure that existed before the various private companies divested 
their transmission assets to ATCLLC. These two historical taxation tiers were the 
corporate income tax and the tax on the shareholder dividends. ATLLC states that 

Edison Mission Energy, which urged that the income tax allowance issue be 
resolved quickly, and Piedmont Natural Gas Company, Inc., which only intervened. 

lo Electric Power Supply Association (EPSA); Michigan Electric Transmission 
Company, LLC (METC); Wisconsin Public Power, Inc. 
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without the use of the LLC form, and a tax allowance attributable to the utility income 
stream, the private shareholders would suffer a loss in value because of the additional 
level of taxation on transmission income. Thus, the value of a transmission interest in 
ATCLLC would be diminished below the value it had for the private corporation before 
the transfer of the asset. For this reason the private companies would not have transferred 
their assets to ATCLLC. WPPI therefore concludes that the tax allowance on the income 
stream of LCC that pays no income taxes itself was essential to the creation of an 
independent transmission system on the upper Michigan peninsula. 

10. METC likewise requests a solution that would preserve the rate attributes 
historically extended to LLCs, consistent with the methodology first announced in the 
Lakehead cases. Most importantly, METC asserts that the Commission should take no 
action that would undermine existing investments in independent transmission companies 
that are LLCs. Thus, METC’s concerns do not turn on the preservation of the Lakehead 
doctrine as such, but that the corporate shareholders of that LLC are not deprived of the 
tax allowance that was built into the rates of return on the transmission assets that these 
firms contributed to METC’s independently owned transmission system. 

11. 
the Court of Appeals with a better rationale. EPSA suggests that there are six basic 
options available to the Commission. One is to give utilities organized as corporations a 
tax allowance, but not partnerships. A second is to treat partnerships and corporations the 
same and give both a tax allowance. A third is to deny any partnerships with non- 
corporate owners a tax allowance but permit the allowance for partnerships owned 
wholly by corporations. A fourth is to readopt Lakehead. A fifth is to eliminate the 
allowance and base rates on pre-tax rates of return. A sixth is to decide matters of 
partnership income tax allowances on a case-by-base basis. 

EPSA urges that the Commission affirm the Lukeheud philosophy by providing 

12. EPSA states that frrst option would have a serious negative consequence on raising 
capital for the industry, particularly with regard to large projects with multiple owners. It 
notes that even if corporate-owned partnerships could reorganize to qualify for a tax 
allowance, there are additional administrative costs that would be passed on to 
consumers. It further asserts that a case-by-case approach would result in uncertainty and 
to disqualify a partnership based on a single non-corporate partner seems unfair and hard 
to justify analytically. Determining returns on a pre-tax basis is likely to be controversial 
and difficult to implement. 

13. EPSA therefore concludes that the only realistic options are (1) treating all entities 
the same; or (2) a continuation of the Commission’s Lakehead policy. ESPA notes that 
taxes are an imputed cost based on public utility net income. As such, EPSA claims that 
the court ignored the fact that taxes are imputed to a utility in situations where the utility 
pays no actual taxes because the corporate income tax allowance is based on the 
regulatory book income of the utility in question. EPSA’s analysis assumes that the 



20050505-3001 Issued by FERC OSEC 05/04/2005 in Docket#: PLO5-5-000 

Docket No. PLO5-5-000 6 

required rate of return is 12 percent. EPSA then asserts that in the absence of a tax 
allowance, a utility subject to the 35 percent corporate income tax would only pay out 
dividends equivalent to 7.8 percent net income (instead of 12 percent). 

14. 
tax return on equity to 18.5 percent, which after application of the 35 percent tax rate, 
results in the 12 percent equity return. EPSA concludes that if an allowance is not 
allowed to partnerships owned by one or more corporations, the amount returned to the 
parent corporation will not be sufficient to attract equity investment. Since EPSA 
opposes an income tax allowance for pass-through entities that are not owned by a 
corporation, and believes it unfair to deny an income tax allowance if some of the 
partnership interests are not owned by a corporation, it concludes that the Lakzhead 
approach should be affirmed. 

EPSA states that in contrast, the corporate tax allowance increases the utility's pre- 

B. If a Corporation Owns the Partnership Interests 

15. Three commentors" argue that an income tax allowance should be allowed if the 
partnership interests are owned wholly by corporations filing a consolidated return. In 
support of this position, Kern River states that the Commission's stand alone rate-making 
policy should apply, just as it does in the case of a consolidated return that can be filed 
when a parent corporation owns at least 80 percent of a subsidiary's stock.12 All three of 
these commenters assert that in the case of a regulated partnership held within a single 
corporation and whose income is included in a consolidated return, the income from the 
regulated partnership generates a tax liability that is included in the jurisdictional cost of 
service of the corporate group. 

16. Kern River further states that there is no question that income generated by a 
partnership within a corporate group creates an income tax liability for the group. This is 
because, while the partnership is not taxed directly, its income is flowed through to the 
corporations that hold the partnership interests. Duke Energy further asserts that 
BP West Coast was not intended to invalidate an income tax allowance for pass-through 
entities owned by corporations and at a minimum that decision should be restricted to its 

Duke Energy Corporation; Kern River Gas Transmission Company (Kern 
River); Texas Gas Transmission, LLC. 

The stand-alone policy provides that income tax allowance of a corporate 12 

subsidiary should be determined based on the actual or potential income tax obligation of 
that subsidiary. Thus, the amount of the allowance is not based on the tax obligation of 
the parent company in the test year in which the consolidated return is filed. See City of 
Charlottesville v. FERC, 774 F.2d 1205 (D.C. Cir. 1985) (City of Charlottesville). 
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facts.I3 Thus, regardless of the corporate structure, the income a partnership generates is 
a part of the consolidated group’s taxable income, and therefore generates a corporate tax 
liability. These commenters therefore assert that a partnership that is wholly owned by a 
corporation should be granted an income tax allowance. 

C. Opposition to Any Allowance if Taxes are not Actually Paid 

17. 
does not actually pay income taxes or has a potential liability for such taxes.14 Only one 
such commentor, the NGSA, suggests that the court’s ruling should be applied on a case- 
by-cases basis. All others assert that the court’s holdings should be applied uniformly to 
all partnerships, LLCs, or similar pass-through entities, thus creating a single uniform 
rule. Thus, there would be no income tax allowance for any partnership or LLC, 
including those owned by corporations that do not have an actual or potential income tax 
liability. They assert that the court’s decision is binding on the Commission, and that 
there should be no income tax allowance for partnerships that do not pay income taxes. 

Ten commentors assert that there should be no tax allowance for any entity that 

18. 
to customers or consumers. This is because the gross-up for the income tax allowance 
could result in as much as a 60 percent increase in the rate of return on equity assuming 
that the regulated entity is allowed a twelve percent rate of return on equity.15 Any gross- 
up from the tax allowance represents an increase in return for entities that may be already 
charging unjust and unreasonable rates even if a tax allowance were excluded. Rather 
than provide an inflated return, they assert that any needed incentives for increased 
investment should be provided by special actions to increase the pre-tax rate of return. 
Given this alternative, denying a tax allowance will not act as a disincentive to 
investment in infra-structure facilities. 

They assert that any such phantom taxes will result in a significant increase in rates 

19. 
000 was prompted by expurte communications to the Commission and therefore no 
determinations of any specific income tax issues should be made in this proceeding. It 
further asserts that the partners investing in SFPP’s parent entities will rarely pay taxes on 
the income generated by that partnership and that many such master limited partnerships 

In addition, BP West Coast Products asserts that the inquiry in Docket No. PL05-5- 

l3 Kern River at 7-8; Duke Energy at 4-5. 

Air Transport Association of America, Inc.; American Public Gas Association; 14 

BP West Coast Products; Calpine Corporation; Canadian Association of Petroleum 
Producers; Missouri Public Service Commission; Natural Gas Supply Association 
(NGSA); National Rural Electric Cooperative Association; Society for the Preservation 
of Oil Pipeline Shippers; and Valero Marketing and Supply Company. 

See BP West Coast Products at 6; NGSA at 3. 15 
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(MLP) are intended to act as tax shelters that remove cash from existing pipelines. 
BP West Coast Products concludes that providing MLPs an income tax allowance is not 
necessary to encourage new investment and that this should be done by providing an 
increased pre-tax rate of return 

20. At bottom, these commentors base their argument on three central points in the 
BP West Coast opinion. The first is that “where there is no tax generated by the regulated 
entity, either standing alone or as part of a consolidated group, the regulator cannot create 
a phantom tax in order to create an allowance to pass-through to the rate payer.”16 The 
second is that it is not “the business of the Commission to create a tax liability where 
neither an actual nor estimated tax is ever going to be paid or incurred on the income of 
the utility in the rate making pr~ceeding.”’~ The third is even if an income tax allowance 
is necessary to implement a congressional mandate designed to encourage investment in 
public utility facilities, the court concluded was inadequate to create an allowance for 
fictitious taxes.” 

D. Comments Supporting a Tax Allowance for All Entities 

2 1. Twenty-four c~mmentors’~ support a tax allowance for all entities investing in 
public utility enterprises. These commentors start from the premise that the court did not 
have before it the realities of partnership or LLC taxation and as such did not address 

BP West Coast at 1290. 

”Id. at 1292. 

“Id. at 1292-93. 

l9 Alaska Gas Transmission Company, LLC; American Gas Association (AGA); 
Association of Oil Pipe Lines (AOPL); American Transmission Company, LLC; Duke 
Energy Corporation; Edison Electric Institute and the Alliance of Energy Suppliers, filing 
jointly; Enbridge Inc. and Enbridge Energy Partnerships; Enterprise Products 
Partners, L.P.; Guardian Pipeline; Hardy Storage Company, LLC; INGAA; Interested 
Gas Pipeline Partnerships; Kaneb Pipe Line Operating Partnership, L.P.; Kayne 
Anderson Capital Advisors and Kayne Anderson MLP (Kayne); Kinder Morgan 
Interstate Gas Transmission, LLC, Trailblazer Pipeline Company, and Transcolorado Gas 
Transmission Company, filing jointly; MidAmerica Energy Company; Millennium 
Pipeline Company, L.P.; Plains Pipeline, L.P.; Publicly Traded Limited Partnerships; 
Northern Border Pipeline Company; Shell Pipeline Company, L.P.; Tortoise Energy 
Infrastructure Corporation; Trans-Elect, Inc.; Trans-Elect NTD Path 15, LLC; Wisconsin 
Electric Power Company and Edison Sault Electric Company, filing jointly; and WPS 
Resources Corporation (WPSR). 
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them. These commenters thus believe there is no barrier to considering the issue of tax 
allowances for partnerships in light of the fuller record presented in this proceeding. In 
fact, some state that this proceeding is an opportunity to reconsider the Commission’s 
Lakehead decision, which they believe was incorrect, and to return to the Commission’s 
pre-Lakehead policies. In this regard, they conclude, contrary to the court’s statement in 
BP West Coast and the Commission’s Lakehead decision, income taxes are not like all 
other costs. Unlike operating expenses such as office supplies, rent, or wages, they argue 
that income taxes are imposed on, or imputed to, a public utility’s income, and as such 
income taxes are not a cash deduction from operations. Because the income tax 
allowance is imputed, it is grossed-up on the utility’s allowable dollar return rather than 
hnctioning as a charge against operating income. Thus, the income tax allowance is a 
function of the equity return, and in turn generates the cash flow that is used to pay the 
utility income taxes.” 

22. 
these twenty-four commentors assert that whether the entity is a corporation or a 
partnership, there is an actual or potential income tax liability generated by utility 
income. In turn, it is utility income that generates the cash flow used to pay the income 
taxes. They claim that this is true whether the income tax is actually paid by a 
corporation as the first tier investor, or the partners of a partnership as the first-tier 
investors. They define a first tier investor is one that invested funds in assets that are 
generating the public utility income. These commentors stress that the critical point is 
that while a partnership owns the public utility assets, it is a flow-through entity whose 
income is taxed not at the partnership level, but is taxed to and paid by the individuals or 
entities that own the partnership interests. 

Proceeding from the premise that income taxes are an imputed cost on income, 

23. Thus, they state that in the case of a partnership, the partners include the utility 
income in their income tax returns and the tax on utility income is paid at that point. ’l 
The tax on this income is paid whether or not cash distributions are made to the partners. 

Thus, for example, if gross revenues are $500, and operating expenses such as 20 

rent, fuel, labor, interest, repairs, and depreciation of $400 are charged against gross 
revenues, this would leave operating income of $100. Assuming this equals the allowed 
equity return, the corporate tax on this $100 would be $35. The $100 is therefore grossed 
up to approximately $154 to leave a $100 return after payment at an income tax rate of 3 5 
percent. See Northern Border at 5 - 7 and 16; INGAA at 16. 

The individual partner files a Form1040 tax return and pays the marginal 21 

individual tax rate on the utility income. The corporate partner files a Form 1120 tax 
return and pays the marginal corporate tax on the utility income. At the current time the 
maximum marginal tax rate in both cases is 35 percent. See EEI’s comments at 10-1 1 for 
a concise summary of partnership tax law and filing procedures. 
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In contrast, a corporation that owns a public utility asset is the taxpaying entity on the 
income generated by utility income. These commentors assert that, as with a partnership, 
the tax on this first tier income is paid whether or not dividends are paid to the 
corporation’s shareholders. The commentors therefore assert that there is no phantom tax 
liability on partnership income. This is because the tax liability on utility income is real, 
but it is paid by the partners rather than by a corporation that functions as a separate 
taxpaying entity. 

24. 
earn a return comparable to that of investment opportunities of similar risk if it is to 
attract investment.22 They state that concept refers to the after tax, not the pre-tax, return 
to the investor in the utility assets is the standard used in public utility rate making 
regardless of the form of the ownership. Thus, if the after tax return must be 12 percent 
to attract capital, then all first tier investors in the utility assets must have a reasonable 
opportunity to earn a 12 percent after tax return if the utility is to attract capital. If 
partnerships are not permitted a tax allowance on utility income, then cash will not be 
generated to pay the taxes due on that utility income, and the partnership form of 
ownership would not be competitive with the corporate form. 

These commentors also start from the basic regulatory premise that a utility must 

25. These commentors also provide various numerical examples of how income tax 
returns would differ if partnerships are not provided a tax allowance. Assuming that 
$100 is the after tax return required return to attract capital, the court’s decision would 
permit a tax allowance sufficient to cover the 35 percent maximum corporate tax that 
would be paid on corporate income. The gross-up to achieve the after-tax return is about 
54 percent and generates the cash flow to pay the tax. Thus, after the corporate income 
tax is paid, the after-tax return is $ 

26. 
because the maximum personal income tax allowance is also 35 percent. As with a 
corporation, the income tax allowance could provide the individual partners with the cash 
to pay the taxes on utility income, and therefore results in an after tax return of $100, the 
allowed regulatory return. However, if an income tax allowance is not allowed the 
partnership, then the partners must pay a $35 income tax on $100 of utility income, 
leaving them with only an after-tax return of $65. Therefore these commentors conclude 
that partnerships must be granted an income tax allowance to make the partnership and 
corporate business forms equally attractive because the tax implications are the same. 

If a partnership is permitted an income tax allowance, the result is the same 

22 F.P.C. v. Hope Natural Gas, 320 U.S. 591,603 (1943). 

23 See INGAA at 16-17; EEI at 13-14; Northern Border at 3-5,7-8. 
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27. These commentors also explore some secondary tax factors to demonstrate the 
need for a partnership tax allowance if such entities are to be a competitive vehicle for 
investments. While taking some pains to avoid the double taxation issue discussed by the 
Court of Appeals, they point out that without an income tax allowance partnerships are 
not competitive with corporations for the individual investor who files a Form 1040 
income tax return. As noted in the previous example, without a partnership income tax 
allowance, the after tax return to a corporate investor is $100 and to the partnership 
investor it is $65. Assuming that that the corporation pays out all $100 in dividends, the 
income tax for the Form 1040 individual investor is $15, with a resulting after tax return 
of $85. 

28. Thus, they assert, for a Form 1040 individual investor who has the option of 
investing either in a corporation or partnership, the partnership is not competitive if, all 
other things being equal, there is no partnership tax allowance. Moreover, if a 
corporation owns less than 80 percent of a subsidiary corporation, the subsidiary’s 
dividends are taxed. . Pursuing the previous numerical example, if the ownership is 
greater than 20 percent or less than 80 percent, the 20 percent of the subsidiary’s 
dividends are taxed, or a 7 percent tax differential at the 35 percent bracket. If the 
ownership is less than 20 percent, 30 percent of the subsidiary’s dividends are taxed, or a 
9.5 percent tax differential at the 35 percent rate. This increases the cost of participating 
in large projects in which risk sharing is a consideration. 

29. 
commercial advantages to partnerships beyond facilitating risk sharing. Benefits include 
the ability of some entities, such as municipalities or public transmission owners, to 
participate in partnerships, but not corporations, avoiding the expense involved in 
corporate charters, by-laws, shareholder meetings, and greater flexibility in making 
contributions in-kind and in distributing of earnings. They also argue that Congress 
clearly intended that utility firms were to be eligible for partnership treatment in order to 
encourage investment, and that the court’s ruling undercuts this important purpose. 

These commentors also assert that there are other significant administrative and 

30. Finally, these commentors assert that numerous large public utility investments 
have been made in recent years relying on the tax allowance to provide part of the 
required after-tax return.24 They note that as was discussed in the recent Trans-Elect 

These commentors include Algonquin Gas Transmission, LLC; Alliance 24 

Pipeline, L.P; ATLLC; East Tennessee Natural Gas, LLC; Egan Hub Partners, L.P.; 
Enbridge Pipeline; Horizon Pipeline Company, LLC; Great Lakes Natural Gas Pipeline; 
Green Banks Gas Pipeline, LLC; Gulfstream Natural Gas Pipeline; Iroquois Gas 
Transmission Company; Islander East Pipeline Co, LLC; Kinder Morgan Interstate Gas 
Transmission, LLC; Maritimes & Northeast Pipeline; Market Hub Partners, L.P.; METC; 
Moss Bluff Hub Partners, L.P; North Baja Pipeline LLC; Portland Natural Gas 
Transmission System; Texas East Gas Transmission, LLP; TransCanada Corporation; 
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order,*’ denying a tax allowance would significantly reduce the expected returns that 
were the basis for that badly needed investment. They provide lists of numerous publicly 
traded partnerships that have substantial amounts of equity, and assert that some of these 
partnerships have made significant additional investments in reliance on the income tax 
allowance.26 For these reasons these commentors conclude that all entities investing in 
utility operations, and generating utility income, should be permitted an income tax 
allowance. As discussed in the WPPI and EEI comments, the size of the allowance 
would be determined by the weighted maximum tax rate of the partners involved. Any 
problems of over- or under recovery would be adjusted within the partnership structure to 
assure that the benefits of any income tax allowance would not flow to a partner that had 
no actual or potential income tax liability. 

111. Discussion 

3 1. The issue is under what circumstances, if any, an income tax allowance should be 
permitted on the public utility income earned by various public utilities regulated by the 
Commission. As stated earlier, while the court’s decision in BP West Coast only 
addressed the particulars of a certain oil pipeline, the numerous comments submitted here 
indicate that partnerships or other pass-through entities are used pervasively in the gas 
pipeline and electric industries as well. Upon review of the comments, there appear to be 
four possible choices: (1) provide an income tax allowance only to corporations, but not 
partnerships; (2) give an income tax allowance to both corporations and partnerships; 
(3) permit an allowance for partnerships owned only by corporations; and (4) eliminate 
all income tax allowances and set rates based on a pre-tax rate of return. 

32. 
Lakehead policy and permit an income tax allowance for all entities or individuals 
owning public utility assets, provided that an entity or individual has an actual or 
potential income tax liability to be paid on that income from those assets. Thus a tax- 
paying corporation, a partnership, a limited liability corporation, or other pass-through 
entity would be permitted an income tax allowance on the income imputed to the 
corporation, or to the partners or the members of pass-through entities, provided that the 
corporation or the partners or the members, have an actual or potential income tax 

Given these options, the Commission concludes that it should return to its pre- 

Trans-Elect ND- 15; Tuscarora Gas Transmission Company; Saltville Gas Storage 
Company, L.L.C; and Shell Pipeline Company. 

25 Trans-Elect NTS Path IS, LLC, 109 FERC f 6 1,249 (2004) (Trans-Elect). 

See comments of: Duke Energy Corporation at 9-10,30; Enbridge Inc and 26 

Enbridge Energy Partners at 4-5; Gas Pipeline Partnerships at 2-4; Millennium Pipeline 
Company, L.P. at 2; Northern Border Pipeline Company at Appendix A; Publicly Traded 
Partnerships at 13-14. 
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liability on that public utility income. Given this important qualification, any pass- 
through entity seeking an income tax allowance in a specific rate proceeding must 
establish that its partners or members have an actual or potential income tax obligation on 
the entity’s public utility income. To the extent that any of the partners or members 
do not have such an actual or potential income tax obligation, the amount of any income 
tax allowance will be reduced accordingly to reflect the weighted income tax liability of 
the entity’s partners or members.27 

33. 
allowance holdings of its earlier Lakehead orders. As stated in EEI’s comments, 
Lakehead mistakenly focused on who pays the taxes rather than on the more hndamental 
cost allocation principle of what costs, including tax costs, are attributable to regulated 
service, and therefore properly included in a regulated cost of service.28 Relying on 
BP West Coast, some commenters assert that because a pass-through entity pays no cash 
taxes itself, this results in a phantom tax on fictional public utility income. However, the 
comments summarized in sections A and D of Part I1 of this policy statement demonstrate 
that this assumption was incorrect. While the pass-through entity does not itself pay 
income taxes, the owners of a pass-through entity pay income taxes on the utility income 
generated by the assets they own via the device of the pass-through entity.29 Therefore, 
the taxes paid by the owners of the pass-through entity are just as much a cost of 
acquiring and operating the assets of that entity as if the utility assets were owned by a 

In reaching this conclusion, the Commission expressly reverses the income tax 

27 This is a technically complex issue that would be addressed in individual rate 
proceedings as suggested by EEI and WPPI. 

’* EEI comments at 8. In support of this point several commenters cite to City of 
Charlottesville, supra, note 12, for the proposition that a tax cost involves real taxes but 
not necessarily require that cash taxes be paid by the regulated entity. See EEI at 1 1 - 13; 
INGAA at 12-13; Joint Comments of the Interested Gas Pipeline Partnerships at 10-12; 
AOPL at 8-9. 

29 The comments and numerical examples submitted by the EEI, INGAA, and 
Northern Border demonstrate that under partnership law the partners, or members, of 
pass-through entities pay taxes on the public utility income of the operating entities that 
they control through the partnership or other pass-through entity. See EEI at 13-15; 
INGAA at 15-17; Northern Border at 5-8; Shell Pipeline Company LP at 4; and 
WPS Resources at 14-16. 
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corporation. The numerical examples discussed in sections A and D of Part I1 of this 
policy statement also establish that the return to the owners of pass-through entities will 
be reduced below that of a corporation investing in the same asset if such entities are not 
afforded an income tax allowance on their public utility income.30 

34. As several commentors point out, a detailed discussion of the realities of 
partnership tax practice was not before the court when it reviewed the Opinion No. 435 
orders. Because public utility income of pass-through entities is attributed directly to the 
owners of such entities and the owners have an actual or potential income tax liability on 
that income, the Commission concludes that its rationale here does not violate the court’s 
concern that the Commission had created a tax allowance to compensate for an income 
tax cost that is not actually paid by the regulated utility. As explained in detail by the 
comments summarized in sections A and D of Part I1 of this order, the reality is that just 
as a corporation has an actual or potential income tax liability on income from the first 
tier public utility assets it controls, so do the owners of a partnership or LLC on the first 
tier assets and income that they control by means of the pass-through entity. 

35. 
specific physical assets that are generating the public utility income that results in a 
potential or actual income tax liability. In the case of Trans-Elect, this would be the 
investment that the partnership made in the upgrade to the Path 15 transmission line in 
California. As discussed in Trans-Elect, supra, the owners of Trans-Elect NTD Path 15, 
LLC, are a Subchapter C corporation (PG&E) and one LLC, Trans-Elect, LLC.3’ If no 
income tax allowance is permitted on Trans-Elect NTD Path 15’s public utility income, 
the return to the investing entities would be less than if PG&E had invested directly in the 
line. 

The first tier income involves the investors in the pass-through entity holding the 

30 The record suggests that there is a substantial amount of existing investment at 
issue in this proceeding. See Duke Energy at 2 ( 75 percent of $14.4 billion in energy 
infrastructure invested for the years 2001 through 2003 is in pass-through entities); 
Enbridge, Inc. at 4 ( ownership interests in over 20,000 miles of crude oil, petroleum 
products, and natural gas pipelines); Enterprise Products Partners, L.P. at 1 (enterprise 
value of approximately $14 billion); Kaye Anderson at 1 (in excess of $1 billion in MLP 
equity); Publicly Traded Partnerships at 1-2, 13 (Figure 1 and text, market capitalization 
of publicly traded partnerships of $47.3 billion in 2004), and at 14, table of publicly 
traded partnerships owning and operating energy pipelines (market capital $3 8.5 billion.) 

31 Trans-Elect, supra, note 8, at PP 2-4. Trans-Elect develops merchant 
transmission lines. Trans-Elect comments at 1-2. 
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36. 
in section D of Part 11 of this policy statement, termination of the allowance would clearly 
act as a disincentive for the use of the partnership format for two reasons. First is the 
difference in the nominal return itself. The second is that the income taxes paid by two 
corporations investing in this situation would increase because one or both would not be 
able to benefit from the tax advantages of a consolidated income tax return.32 It should 
be noted that if such first tier assets are owned only by Subchapter C corporations, their 
rates would include an income tax allowance designed to recover the 35 percent 
maximum corporate marginal tax rate.33 The same result obtains if the assets are owned 
by a partnership or an LLC that is in turn owned either by Subchapter C corporations or 
by individual investors. 

As set forth in the previously cited examples provided in the comments discussed 

37. 
public utility ratepayers, and may actually reduce them if a partnership or LLC has a ~ 

lower weighted marginal tax rate and fewer administrative expenses than the normal 
corporate ownership form.34 The Commission therefore concludes that, as is argued by 
the commentors urging an income tax allowance for all public utility entities, providing 
an income tax allowance to partnerships in proportion to the interests owned by entities 
or individuals with an actual or potential income tax liability does not create a phantom 
income tax liability. The fact that some partnerships or LLCs may be used for financial 
investments rather than for making infrastructure investments does not warrant a different 

Thus, the policy the Commission is adopting should not result in increased costs to 

32 As discussed in the comments, if a Subchapter C corporation owns 80 percent or 
more of a subsidiary, there is no income tax paid by the subsidiary. All taxation is at the 
parent level through the use of a consolidated return. See Northern Border at 6-7 and 
11-12; INGAA at 15-17. 

33 This analysis suggests that if partnerships and limited liability companies are not 
permitted to have an income tax allowance, there are strong incentives to shift to the 
taxable corporate ownership form. This could be done by converting a partnership to an 
LLC and then electing to have that entity taxed as a Subchapter C corporation. Once this 
was done, then the newly taxable entity, which would be operating the very same assets 
as it did as a pass-through entity, would be entitled to a 35 percent income tax allowance. 
Cf: AOPL at 9. 

34 As discussed in the WPPI and EEI comments, if a partnership or LLC has 
municipal governments as some of the partners or LLC members, the tax allowance is 
reduced because municipalities and their operating entities have no actual or potential 
income tax liability on utility income. 
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policy result here.35 Moreover, the Commission emphasizes that the primary rationale for 
reaching the conclusion here is to recognize in the rates the actual or potential income tax 
liability ultimately attributable to regulated utility income. Having concluded that this 
will not result in phantom income taxes, it is then legitimate to conclude that the result 
here will facilitate important public utility investments such as that made by Trans-Elect 
NTD Path 15, LLC in the Path 15 upgrade. 

38. 
second tier income that lead to the double taxation rationale that the Commission 
incorrectly advanced in Lakehead. Dividends paid to the common stock investor and by 
the corporate investor in a pass-through entity are second tier income to such a common 
stock investor. As such, an income tax is paid by the investor in addition to the corporate 
tax that is due on the first tier income. In contrast, first tier income flows either to the 

In retrospect, it was the Commission’s failure to distinguish between first and 

35 The partners of master limited partnerships have actual tax liability for any 
income recognized by the partnership. However, distributions may substantially exceed 
partnership book income. Such distributions do have an ultimate income tax liability 
depending on the status of the capital account of the individual partners. This matter can 
present complex allocation and timing issues that would be addressed in individual rate 
proceedings. However, a simple numerical example can illustrate the basic principles. 
For example, assume that an individual invests $100 in a partnership and obtains a ten 
percent interest in that partnership. This establishes a partnership account (or basis) for 
the individual of $100. During year one of that investment the partnership has $100 in 
income before depreciation and depreciation of $70. The partnership therefore has net 
income of $30 and also makes a distribution of $100. Since the individual partner owns 
ten percent of the partnership, that partner must declare $3 in income on the individual’s 
1040 tax form, but does not pay taxes on the $10 distribution made to that partner. 

The capital account of the individual partner is adjusted as follows. Ten percent of 
the partnership income before depreciations (or $10) is allocated to the individual partner 
and is added to that partner’s account. Ten percent of the partnership depreciation, or $7, 
is deducted from the account, as is the cash distribution. The individual’s partnership 
account therefore stands at $93 ($100 + $10 - $10 - $7). In year two the partnership 
income is zero and no distributions are made, so the individual’s partnership account is 
unchanged. However, that individual partner sells the partnership interest for $105. This 
difference is taxable as follows. Since $7 of the sale price is a gain above the 
year 2 partnership account level of $93, it will be taxed as income. This results in a tax 
on the cash that was distributed in the prior year but for which no income tax was paid at 
that time. Depending on the nature of the depreciation taken, the $7 may be taxed as 
ordinary income through the operation of various recapture provisions. The additional $5 
is also income and is also taxed, most likely at the capital gains rate since it is gain in 
excess of the partner’s original capital investment of $100. 
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corporation, a corporate partner, or individual partners (or LLC members) and is taxed at 
that level. To the extent Lakehead either concluded or assumed that dividend payments 
and income, and partnership distributions and income, have the same ownership and 
income tax characteristics, this is simply incorrect as a matter of partnership and income 
tax law.36 The court summarized this situation succinctly when it stated that presumably 
both corporate owners and individuals would pay taxes on public utility assets they 
control. Similarly, like a Subchapter C corporation, partners may have deductions or 
losses that offset the income from a specific public utility asset or which may neutralize 
the operating income from the asset itself. But this does not preclude such a corporation 
from obtaining an income tax allowance under the Commission’s stand-alone d~ctrine.~’ 
Just as there are no rational grounds for granting an income tax allowance on partnership 
interests owned by a corporation and denying one to those owned by individuals, there 
are no rational grounds for reaching a different conclusion for the deductions and offsets 
for taxpaying partners or LLC members. 

39. The Commission further concludes that the alternatives listed at the beginning of 
this Part 111 of this policy statement are not practical or are inconsistent with the court’s 
remand. First the Commission agrees with the court’s conclusion in BP West Coast that 
the Commission in Lakehead did not articulate a rational ground for concluding that there 
should be no tax allowance on partnership interests owned by individuals, but that there 
should be one for partnership interests owned by corporations. As the court stated, 
presumably individual partners pay taxes on their public utility income just as corporate 
partners pay income tax on theirs. The comments summarized in sections A and D of 
Parts I1 of this order affirm that common sense observation. The court’s rejection of 
Lakehead likewise establishes why the Commission cannot simply limit income tax 
allowances to partnerships that are wholly owned by corporations, since doing so in 
effect denies a tax allowance to the partners of a partnership with no corporate 
owners hip. 

40. Similarly, there no rational reason to limit the income tax allowance to public 
utility income earned by a corporation. Public utility income controlled directly by an 
individual may also be taxed. The partnership entity is simply an intermediate ownership 
device that leads to the same tax result. Since both partners and Subchapter C 
corporations pay income taxes on their first tier income, the inconsistency that 
undermined Lakehead applies here as well. Finally, the comments rightly suggest that it 
would be difficult to establish rates based on a pre-tax rate of return. If the Commission 
were simply to raise the rates to equalize the pre-tax and after-tax returns, all this would 
do incorporate a presumed marginal income tax rate into the rate structure. The result is 

36 See ATCLLC at 5. 

See City of Charlottesville, supra, note 12. 31 
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the same for the rate payer although the nominal rate of return is much higher. Moreover, 
most comparable securities trade on the basis of a corporation’s after-tax return on its 
public utility income.38 Thus, it would be hard to determine what the appropriate pre-tax 
return should be based on traded equities alone. Since it is impractical not to give an 
income tax allowance to any jurisdictional entities due to the problems of determining an 
appropriate pre-tax rate of return, the Commission again concludes that an income tax 
allowance should be afforded all jurisdictional entities, provided that the owners of pass- 
through entities have an actual or potential income tax liability. 

4 1. 
court’s remand. First, the court concluded that denying a partnership an allowance on the 
proportion of partnership interests owned by individuals would not prevent over-recovery 
by such individuals, since any tax savings would be distributed in proportion to all the 
partnership interests. The Commission recognizes that rate payers should not incur the 
expense of an income tax allowance to the extent that an owning partner or LLC member 
has no actual or potential income tax liability for the income generated by the interest it 
owns. As WPPI and ATCLLC explain, this can be avoided by limiting the income tax 
allowance to a blended rate that reflects the income tax status of the owning interest.39 
The use of the weighting approach assures that the rate payers will not be charged more 
than the actual tax cost the investors incur regardless of the ownership form. The 
problems of over- and under-recovering alluded to in the court’s order can be addressed 
through the distribution provisions of the partnership agreement.40 

There are three final points that should be discussed in addressing the effect of the 

42. Second, whether a particular partner or LCC member has an actual or potential 
income tax liability, and what assumptions, if any, should determine the amount of the 
related tax rate, are matters that should be resolved in individual rate proceedings. This is 
a fact specific issue for which the relative data is uniquely within the control of the 
regulated entity. Thus, any pass-through entity desiring an income tax allowance on 
utility operating income must be prepared to establish the tax status of its owners, or if 
there is more than one level of pass-through entities, where the ultimate tax liability lies 
and the character of the tax incurred. This could be done through determining the 

38 As discussed, the investor then receives a dividend and pays a second tax on that 
income to determine the investor’s after tax return. This is somewhat less than the return 
from a partnership interest that benefits from an income tax allowance. 

39 WPPI at 5-6 and 12-13; ATCLLC at 6. 

40 The court was concerned that the income tax allowance granted for corporate 
partners would increase the cash available for distribution to all partners, thus providing 
an increased return to the individual partners that the Lukeheud doctrine was intended to 
prevent. Adjustments within the partnership agreement should assure that this does not 
result while preserving the incentives to establish flexible investment vehicles. 
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distribution of ownership interests at the end of the standard test year. Finally, some 
parties assert that this proceeding is tainted by exparte communications that preceded the 
issuance of the Commission’s December 2,2004 notice of inquiry. These are without 
merit as the relevant communications were filed in the appropriate dockets and the 
Commission’s notice of inquiry provided all interested parties an opportunity to 
comment. The decision here is based on the record developed by those comments. 

The Commission orders: 

The income tax allowance policy adopted in the body of this policy statement shall 
be applied in pending and future rate proceedings of public utilities subject to the 
Commission’s rate jurisdiction. 

By the Commission. 

( S E A L )  

Linda Mitry, 
Deputy Secretary. 
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Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 
51 

a 

18 

28 

38 

48 

$ 9,097,529 Fair Value Rate Base 

132,560 Adjusted Operating Income 

1.46% Current Rate of Return 

Required Operating Income $ 861,536 

9.47% Required Rate of Return on Fair Value Rate Base 

$ 728,976 Operating Income Deficiency 

1.4041 Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement $ 1,023,565 

$ 1,977,627 
$ 1,023,565 
$ 3,001,192 

51.76% 

Adjusted Test Year Revenues 
Increase in Gross Revenue Revenue Requirement 
Proposed Revenue Requirement 
% Increase 

Present Proposed Dollar Percent 
Rates Rates Increase Increase 

$ 1,274,912 $ 1,795,627 $ 520,715 40.84% 
169,973 53,192 45.55% 116.781 

Customer 
Classification 
JResidential Commercial, lrriqationl 
518x314 Inch Residential 
1 Inch Residential 

518x314 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1 112 Inch Commercial 
2 Inch Commercial 

25,431 42,022 16,591 65.24% 

28,761 44,012 15,251 53.03% 
10,567 15,582 5,015 47.45% 

208,085 321,587 1 13,501 54.55% 

1,819 3,038 1,218 66.98% 

317,458 607,847 290,390 91.47% Irrigation 

Revenue Annualization (6,142) (5,712) 430 -7.00% 

$ 1,977,673 $ 2,993,976 $ 1,016,303 51.39% Subtotal 

Other Water Revenues 
Reconciling Amount 
Rounding 
Total of Water Revenues 

7,261 7,261 0.00% 
(7,306) (45) 7,261 -99.38% 

1 1 0.00% 
$ 1,977,628 $ 3,001,193 $ 1,023,565 51.76% 

SUPPORTING SCHEDULES: 
B- 1 
c-I 
c-3 
H-I 
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Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

DescriDtion 
Gross Revenues 

Revenue Deductions and 
Operating Expenses 

Operating Income 

Other Income and 
Deductions 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Summary of Results of Operations 

Exhibit 
Schedule A-2 
Page 1 
Witness: Bourassa 

Interest Expense 

Net Income 

Earned Per Average 
Common Share 

Dividends Per 
Common Share 

Payout Ratio 

Return on Average 
Invested Capital 

Return on Year End 
Capital 

Return on Average 
Common Equity 

Return on Year End 
Common Equity 

Proiected Year 
Test Year Present Proposed 

Prior Years Ended Actual Adjusted Rates Rates 
12/31 12008 12/31/2009 12/31/2010 12/31/2010 12131M011 12/31/2011 

$ 2,046.412 $ 2,054,451 $ 1,983,769 $ 1,977,627 $ 1,977,627 $ 3,001.192 

1,465,275 1,475,260 1,599,900 1,845,067 1,845,067 2,139,657 

$ 581,137 $ 579,191 $ 383,869 $ 132,560 $ 132,560 $ 861,536 

143,440 120,631 47.024 47,024 47,024 47,024 

(203,041) (203,04 1) (203,041) 

705.518 $ 724,577 $ 699,821 $ 430,893 $ (23,457) $ (23,457) $ 

4.02 3.89 2.39 (0.13) (0.13) 3.92 

1.39 19.11 1.67 1.67 1.67 

0.35 4.92 0.70 (1 2.79) (12.79) 0.43 

4.72% 4.94% 3.34% -0.22% -0.23% 6.87% 

4.66% 5.48% 3.31% -0.22% -0.24% 7.08% 

4.99% 5.22% 3.56% -0.20% -0.19% 5.64% 

4.91% 5.82% 3.54% -0.20% -0.19% 5.48% 

Times Eone Inters! Eamad 
Before Income Taxes 

Times Total Interest and 
Preferred Dividends Earned 
After Income Taxes 

SUPPORTING SCHEDULES 
c-1 
E-2 
F-1 

0.75 0.75 5.72 

2.12 2.12 4.47 



Line 
- No. 

1 
2 
3 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

18 

28 

38 

Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Summary of Capital Structure 
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Description: 

Test Projected 
Prior Years Ended Year Year 

I 213 112ooa I 213 112009 I 213 I 1201 o 12/31/2011 

Short-Term Debt 

Long-Term Debt 2,938,819 ’ 4,015,987 ’ 
Total Debt $ - $  - $ 2,938,819 

Preferred Stock 

Common Equity I 4,769,314 I 2,029, I 35 I 2, I 60,028 

Capitalization Ratios: 

Long-Term Debt 0.00% 0.00% 19.46% 

Total Debt 0.00% 0.00% 19.46% 

Preferred Stock 

Common Equity 100.00% 100.00% 80.54% 

Total Capital 100.00% 100.00% 100.00% 

Weighted Cost of 
Senior Capital 0.00% 0.00% 1.50% 

’ Allocated portion of long-term debt based upon consolidated capital structure 
and proposed rate base. 

SUPPORTING SCHEDULES: 
E-I 
D-I 

1 2,136,57 1 

24.86% 

24.86% 

75.14% 

100.00% 

1.79% 
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Line 
- No. 
1 Description: 
2 
3 Short-Term Debt 

Test Projected 
Prior Years Ended Year Year 

1213 112008 12/31 I2009 12/31 1201 0 12/31/2011 

3 
4 Long-Term Debt 7,035,000 6,595,000 6,125,000 8,370,000 
5 
6 Total Debt $ 7,035,000 $ 6,595,000 $ 6,125,000 $ 8,370,000 
7 
8 
9 Preferred Stock 
10 
1 1  Common Equity 21,199,018 18,857,187 19,432,404 18,539,615 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Total Capital 8, Debt $ 28,234,018 $ 25,452,187 $ 25,557,404 $ 26,909,615 

Capitalization Ratios: 

Long-Term Debt 

Total Debt 

Preferred Stock 

Common Equity 

Total Capital 

Weighted Cost of 
Senior Capital 

24.92% 25.91% 23.97% 31.10% 

24.92% 25.91 Yo 23.97% 31.10% 

68.90% 75.08% 74.09% 76.03% 

100.00% 100.00% 100.00% 100.00% 

1.92% 1.99% 1.84% 2.23% 

SUPPORTING SCHEDULES: 
E- 1 
D-I 



Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Construction Expenditures 
and Gross Utility Plant in Service 

Line 
- No. 

1 
2 
3 
4 Prior Year Ended 12/31/2008 
5 
6 Prior Year Ended 12/31/2009 
7 
8 Test Year Ended 12/31/2010 
9 
10 Projected Year Ended 12/31/2011 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 SUPPORTING SCHEDULES: 
35 8-2 
36 E-5 
37 F-3 
38 
39 
40 

Exhibit 
Schedule A 4  
Page 1 
Witness: Bourassa 

Net Plant Gross 
Placed Utility 

Construction in Plant 
Expenditures Service in Service 

558,065 558,065 16,921.138 

506,824 506,824 17,427,962 

476,612 476,612 17,904,574 

378,600 378,600 18,283,174 
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Test Year Ended December 31,2010 
Summary Statements of Cash Flows 

Line Witness: Bourassa 
- No. 

Prior Prior Test Proiected Year 1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Other -Adjustments 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Deferred Charges 
Notes Receivable 
Accounts Payable 
Intercompany psyable 
Customer Meter Deposits 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Plant Held for Future Use 
Changes in debt reserve fund 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Change in Restricted Cash 
Proceeds from Long-Term Debt 
Net receipt of contributions in aid of construction 
Net receipts of advances in aid of construction 
Repayments of Long-Term Debt 
DistributionslDividends Paid 
Deferred Financing Costs 
Paid in Capital 

Net Cash Flows Provided by Financing Activities 
Increase(decwase) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

SUPPORTING SCHEDULES: 
E-3 
F-2 

Year Year Year Preseni Proposed 
Ended Ended Ended Rates Rates 

1 2/31 12008 1 2/31 12009 1 2/31 1201 0 1 2/31 1201 1 1 2/31 1201 1 

$ 725,335 $ 699,821 $ 430,893 $ (23,457) $ 705,518 

431,892 462,927 477,551 686,998 686,998 
(22,164) (17,958) (25,839) 

(7,236) (9,609) 990 

(6,509) 5,712 1,596 

(247,711) 2,773,973 (152,632) 
(43.443) 37,964 116,845 

452 357 2,039 
4,401 (18,959) 11,046 

$ 835,016 $ 3.934.229 $ 862,489 $ 663,540 $ 1,392,516 

(558,065) (506,824) (476,612) (378,600) (378,600) 

$ (558,065) $ (506,824) $ (476,612) $ (378,600) $ (378,600) 

(38,951) (10,401) (10,401) (10.401) 
(842,062) (842,062) 

(250,009) (3,439,998) (299,999) (299.999) (299,999) 

$ (250,009) $ (3,478,949) $ (310,400) $ (1.152.462) $ (1,152,462) 
25.942 (5$1.544! 75.477 (867.5211 (138,545) 

117.261 144,203 92.659 168,136 168.1 36 
$ 144,203 $ 92,659 $ 168.136 $ (699.385) $ 29,590 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Pima UtilityCornpany - Water Division 
Test Year Ended December 31,2010 

Summary of Rate Base 

Original Cost 
Rate base 

Gross Utility Plant in Service $ 14,546,128 
Less: Accumulated Depreciation 4,788,169 

Net Utility Plant in Service $ 9,757,959 

- Less: 
Advances in Aid of Construction 374,236 

632,418 Contributions in Aid of Construction 

Accumulated Amortization of ClAC (346,223) 

Customer Meter Deposits 
Deferred Income Taxes & Credits 

- Plus: 
Unamortized Finance 

Deferred Tax Assets 
Allowance for Working Capital 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
B-2 
8-3 
8-5 
E-I 

Exhibit 
Schedule B-1 
Page 1 
Witness: Bourassa 

Fair Value 
Rate Base 

$ 14,546,128 
4,788,169 

$ 9,757,959 

374.236 

632.41 8 

(346,223) 

$ 9,097,529 $ 9,097,529 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Gross Utility 
Plant in Service 

Pima UtilityCornpany - Water Division 
Test Year Ended December 31,2010 

Original Cost Rate Base Proforma Adjustments 

Less: 
Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Less: 
Advances in Aid of 
Construction 

Contributions in Aid of 
Construction - Gross 

Accumulated Amortization of ClAC 

Customer Meter Deposits 
Accumulated Deferred Income Tax 

Plus: 
Unamortized Finance 

Prepayments 
Materiais and Suppiies 
Working capital 

Charges 

Total 

SUPPORTING SCHEDULES: 
B-2, pages 2 
E-1 

Actual 
at 

End of 
Test Year 

$ 17,904,574 

5,945,021 

$ 11,959,553 

374,236 

632,418 

(539,828) 

$ 11,492,728 

Exhibit 
Schedule 8-2 
Page 1 
Witness: Bourassa 

Adjusted 
at end 

Test Year 
Proforma of 

Adiustment 

(3,358,446) $ 14,546,128 

(1,156,852) 4,788,169 

(0) 

193,605 

$ 9,757,959 

374,236 

632,418 

(346,223) 

$ 9,097,529 

RECAP SCHEDULES: 
8-1 



Lme 
- NO. 
1 Gross Utilb 
2 Plant in ~ i r v i ce  
3 
4 Less. 
5 Acwmulated 
6 Depreciation 
7 
8 
9 Net Utillty Plant 
10 inService 
11 
12 Less: 
13 Advances in A d  of 
14 constrlICtion 
15 
16 Contributions in A d  of 
17 Conslruclion (CIAC) 
18 
19 Accumulated Amort of CIAC 
20 
21 Customer Meter Deposits 
22 Accumulated Defewed Income Taxes 
23 
24 
25 Plus: 
26 Unamortized Finance 
27 Charges 
28 Prepayments 
29 Mater~als and Supplies 
30 
31 
32 Total 
33 
34 
35 

Allowanm for Cash Working Capital 

Pima UtilityCompany - Water Division 
Test Year Ended December 31.2010 

Original Cost Rate Base Proforma Adjustments 

Exhibit 
Schedule 8-2 
Page 2 
Witness- Bourassa 

Actual 1 2 3 4 5 Adjusted 
at tntentionally Intentionally at end 

End of Plantin- Accumulated Left Left of 
Test Year Service DeDreciation ClAC - Blank Blank Test Year - 

$ 17.904374 (3,358,446) $ 14.546.128 

5,945,021 (1.156.852) 4.788.169 

$ 11.959,553 $ (3.358.446) $ 1.156.852 $ - 5  - $  - $ 9.757.959 

374,236 

632.418 

(539.828) 

(0) 

193,605 

374,236 

632.418 

(346.223) 

5 11.492.728 $ (3,358.446) $ 1.156.852 $ (193.605) $ - 5 - $ 9,097,529 
~ 

36 SUPPORTING SCHEDULES: RECAPSCHEDULES: 
37 8-2. pages 3-5 B-1 
36 E-1 
39 
40 



I 

Exhibit 
Schedule 8-2 
Page 3 
Wtness: Eourassa 

Pima UtilityCompany -Water Division 
Test Year Ended December 31.2010 

Original Cost Rate Base Pmforma Adiustmenls 
Adjustment Number 1 

Planl-m-Service 
Line 
- No. 

1 
2 
3 
4 Acct. 

€ 
Adiustments - C A - E 

Actual Redassihed Reclassified 
Orginal Plant to Plant from 
cost Sewer Division Sewer Divisiocl - 

97.637 
2.291.996 (246.883) 3,950 

1.789.332 (972.509) 

Adjusted 
Plant Original 

Reclassfication 

Decision 58743 
Retirement Conforming 

Adiustments Adiustmenl 5 & Desmotmn 
6 301 Organization Cost 
7 302 FranchiseCost 

97,637 
(1.727.538) 315.125 

(166.182) 606.699 

3.446.101 2.263.801 

8 303 Land and Land Rghts 
9 304 Structures and Improvements 
IO 305 Collading and Impounding Res. 
11 306 Lake River and Other Intakes 
12 307 Wells andSprbrgs 
13 308 Infiltration Galleries and Tunnels 
14 309 SupplyMains 
15 310 Paver Generatian Equipment 
16 311 EleNic Pumping Equipment 
17 320 Water Treatment Equipment 
18 320.1 Water Treatment Plant 
19 320.2 Chemical Solulion Feeders 
20 330 Gist. Reservoirs h Standpipe 
21 330.1 storagetanks 
22 330.2 Pressure Tanks 
23 331 Trans. and Gist. Mains 
24 333 Services 
25 334 Meters 
26 335 Hydrants 
27 336 Backflow Prevention Devices 
28 339 Other Plant and Misc. Equip. 
29 340 Omut Furniture and Fixtures 
30 340.1 Computers and Software 
31 341 Transportation Equipment 
32 342 Stores Equipment 
33 343 Twlr sild Vhai Equipment 
34 344 Laboratow Equipment 
35 345 Power Operated Equipment 
36 346 Communications Equipment 
37 347 Miscellaneous Equipment 
38 348 Other Tangible Plant 
39 
40 TOTALS 
41 
42 Plant-irrService per Books 
43 
44 lncnase (deaease) in Plant-in-Service 
45 
46 Adjustment to Plant-IrrService 
47 
48 SUPPORTING SCHEDULES 
49 
50 82.  pages 3.1-3.19 

Workpapenl&Z Schedule - Pima Water.xlsx 

(6.400) 

(43.942) 

(424.468) 829.942 (1.587.774) 

76.602 58.255 

1,103,197 1,102,197 
85.370 73,937 

(149.550) 2.916.048 
216.941 4.709.148 
(82.972) 923,202 
(1.233) 887.381 

(2,707,572) 
(713) 

2.707.572 
(17,634) 

(1.000) 
(11,433) 

3,058,451 
4.498.820 (6.613) 
1.011.318 (5.144) 

891.6 14 

9.148 

(1,687) 
(5.014) 

(18.572) 

(651.188) 4.239 
33,493 28.479 
80.207 61.635 

657.1 15 

(i.423) 

59.539 
13,239 

i 5 , i i l  (24.634) 

65.360 124.899 
235.826 238.939 (IO. 126) 

(0) S 14,546.128 (567.910) S 15.121 f 5 17.904.574 S (2,621,059) 5 15.403 t 

S 17,904,574 

$ (3.358.4461 

5 (5,358,446) 



Pinu U t i l i  Company. WaW Division 
Plant Additions and Retirements 

0.00% 
0 00% 
0.00% 
3.00% 
3.00% 
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3.00% 
3.00% 
3 . m  
3 . m  
3.00% 
3.00% 
3.00% 
3.00% 
3 . m  
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
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3.00% 
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3.00% 
3 00% 
3.00% 
3.00% 
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92.551 
63.366 

153.447 

111,953 

300.045 

1.080.106 
521.965 
162.498 
425.810 

34.947 

64.874 

147.000 

NARUC 
ine Account 
s &  DFlcrio(on 

I 301 Or~adzationCort 
2 302 FranshiseCat 
3 303 LandwdLvldRipMr 
4 304 Sb"UCDJef6lmp~wements 
5 305 Calledng 6 lmpovnding R e ~ e ~ d r ~  
6 306 Lake, River. Canal Intakes 
7 307 WellsLSpMgs 
8 308 InWntionGaikdes 
9 309 Raw Water Supplv Maim 
10 310 P a m  GennationEgu)pmmt 
11 311 Pump(ngEquipmen1 
12 320 Wakr Treatment Equipment 
13 320.1 Water Treabnenl Plank 
14 320.2 Solution Chemical Feedm 
I 5  330 DisMon ReseNOim L Standpipe 
16 330.1 SlorageTanks 

18 331 Tranrmisrion L DiMbuPon Maim 
19 333 Smices 
20 334 Meten 
21 335 Hydra& 
i2 336 Baclr(lw Prevmtion Devices 
23 339 Oha plan( 6 Mirc E-mnt 
24 340 Ofice Furnibre 6 Equipmen( 
25 340.1 Csmputm hSo(hvare 
26 341 TranrpntatimEqlllpmerd 
27 342 SbresEWment  
28 343 Tools. Shop 6 Garage Equipma1 
29 344 LabaalmyEqUipment 
30 345 P ~ m r O p m t e d E ~ e m m t  
31 346 ComnvnicntionEqdprnent 
32 347 Miscellanewr Equipmad 
33 348 OhaTandMe Plant 
34 Const. Work in Progress 
35 
36 TOTALS 

17 330.2 PrnSUreTMb 

I Per Decision No. 58743 ( I  993 Acmml Numbers) 
Allawed I Company Order Order A c a ~ .  
Deprec Plant a1 Adopted 
&& 120111992 AdiuitmenlS I 

13200 

2.640 
5.280 

2.640 

2.640 

(147.000) 

Planfat Deprec.At 
J2nl/l992 12A111992 

92.551 
63.366 

153,447 

11 1.953 

313.245 

1.082.746 
527.245 
162.498 
428,450 

2.640 

34,947 

64.874 

(120.600) 3.037.962 1293.269 

Current Books I Conform lo Decision No. 58743 
011 NARUC I Conedon Conedcd Accum. 

Plan1 ai  

92.551 
63.366 

153.447 

116.953 

310.605 

1.082.746 
521.%5 
167.778 
4ta.450 

84.981 

Plant a1 10 Plant Planl a1 Depreec AI 

1UJ11199t Balance 120111992 12A111992 I 
92.551 
63.366 

153.447 

204.563 

19.839 

215.634 
10.000 

1.100.025 
527.245 
162.498 
428.450 

2.640 

14.826 

26.196 

1.561 

92,551 
63.366 

153.447 

204,563 

19.839 

215.634 
1o.wo 

1.100.m5 
527.245 
162.498 
428.450 

2.640 

14.826 

15.121 41.317 

1.561 

27.823 

67.375 

89.819 

8.71 1 

94.681 
4.391 

482.998 
231,502 

71.350 
188.123 

1.159 

6.510 

18.141 

686 

I 
3,022,841 3,022.841 I 15.121 3.037.962 1293269 - 



pi- U t i l ~  Company ~ Water Division 
Plad Additions and Retirements 

0 00% 
0.00% 
0.00% 
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1.00% 
3.WX 
100% 
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3.00% 
3.wx 
3.W% 
1.00% 
3.00% 
3.00% 
1.00% 
1.00% 
1.00% 
3.00% 
3.00% 
1.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.Clnv. 
3.00% 
3.00% 
3.00% 

Erhibil 
Schedule 8-2 
Page 1.2 
wmess: Joneslswrarsa 

~ 

ine 
uo 
1 
2 
1 
4 
5 
6 
7 
8 
9 
10 
11 
12 
11 
14 
15 
16 
17 
18 
19 
20 
21 
22 
21 
24 
25 
26 
27 
28 
29 
M 
31 
32 
l3 
?d 
35 

NARUC 
ACCOUrd 
- NO. Description 

301 Orpanintion cost 
102 Franchise Cost 
303 Land and Land Righls 
lo4 S m ~ e s  6 Improvements 
305 Co((edng 6 l m p d n g  Reservoiin 
306 Lake. River. Canal hbkes 
107 Welk 6 Spnnga 
108 In~ikafion Gallaies 
309 Raw Water SUP& Wm 
110 
31 1 
320 

320.1 
3202 
310 

130 I 
3302 
311 
333 
134 
335 
126 
339 
340 

340.1 
341 
2.42 
341 
u4 
345 
346 
347 
348 

. .  
P n m  Genenflon Equipment 
Pmpiw Ew'pmerd 
Walcr Trealmenl Equipment 

Wakr Trealmenl Piads 
Solution thtmical Feeders 

Dirbiba6on Rewrvoin 6 Sbndpiper 
Stmge Tank 
pressure Tank 

Tranrniuion 6 Dirbibu6on Maim 
SeNiar 
Meten 
Hydr."h 
B a M w  Prevention Devices 
oha Urn( 6 Misc Equipment 
Om- F u d e  6 Equipmenl 
Cornputem 6 Sotware 

SI& Eqdpmenl 
Tools. Shop 6 G.ra(le Equipment 
Labaalw Equipmerd 
?mn @eshri E~..:me.! 
ComMl iu t im Equ'pment 
Miscdlaneaur Equipmud 
ohu T.n*ble Plsrd 
C-1. Work in Progress 

T r e e o n  Eqlipmenl 

36 TOTALS 

I 1991 
Uowed I Plant Adjusbd Planl Wprted 
kprcc. Addibons Plant Plan1 I LPerBaokrl Adimlmenb Addi(om 

8.441 8,444 

9.759 9.759 

Retiremntr Retirement Plant 
lPet Books) Adiustments ReSremenn 

7.700 7.700 

Depreciation 

1.901 

4,601 

6.137 

595 

6,469 
300 

33.001 
15.817 
5.002 

12.853 

79 

591 

1,124 

17 

Plant 
&&& 

92.551 
63.156 

151.447 

204.563 

19,839 

215.634 
10.000 

1.100.025 
527.245 
170,942 
428,450 

2.640 

24.585 

33.617 

1.561 

&cum 
DeDrec 

29.724 

71.978 

95.956 

9.306 

101.150 
4.691 

515.999 
247.319 
75.352 

200.976 

1.218 

7.101 

11.565 

713 



pinu U t i l i  Company ~ Watef Division 
Plant Additions and Retiremenb 

3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.w% 
3.00% 
3 00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
%OVA 
3.w% 
3.00% 
3.00% 

i, 
i!% 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

NARUC 

301 
302 
303 
304 
305 
396 
307 
M8 
M9 
310 
311 

Orgwization Coil 
Frsnohioe Cos1 
Land and L.nd Ri*k 
SbUcWer h Imptoven-k 
Cdkclhg 6 Impomding Rcsnvoin 
Lake, Rivet, Canal Intakes 
Wells h Springs 
Imllbllion Galkerier 
Raw Wata SUwly Maim 
Pomr GnuaSon Equipment 
pm*w EWbmmt 

320 Water Ttemknml Equipment 
320.1 Waler Ttealmenl PI.& 
3202 
330 

330.1 
3302 
331 
333 
334 
335 
u6 
339 
340 

340.1 
341 
342 
343 
344 
345 
346 
347 
348 

S d d m  Chemical Feeders 

Storage Tanks 
Presswe Tanks 

hshbubon RWNOIIS h Standpiper 

Trnrmirslon h Dlsmbdon Maim 
S e M W S  

Meterr 

w*- 
Bu*llw, Prewmbon h c e r  
Oha Uanl6 Msc Equpmenl 
Ohlce Fumlure h Equipment 
C a n p n a  h Sofhvue 
Trwrrportabm Equpmmt 
S t a t 5  EqUlPmenl 
Todr. Shop h Garage Eqmpmnt  
Labmtory EqLnpmetd 
Pomr Omaled Eauipmen( 
Commn(a6on Equpment 
lubrcdlamour E q u w  
0th- TmglMe Plant 
ConsL Worl: in Progress 

TOTALS 

68.234 

96,895 

39.118 
14.400 

22.414 

1.649 

(10.E47) 

Plan RebrEm& Rebremenl Plan1 Salvage 
(PaBwksl Adiuabnenk Rebrements 

57.388 

96.895 

39.118 
14.400 

22,414 

1,649 

5.672 

3.439 

5,671 

3.439 

Depreaation 
ICaIwtalsdl 

1,901 

4.603 

6,913 

544 

6.469 
300 

34.454 
15.817 
5.715 

13.969 

79 

738 

1.345 

72 

Plant 
Balance 

92.551 
63.366 

153,447 

256.278 

16.400 

215.634 
1o.ow 

1.196.920 
527245 
210.060 
442.850 

2.mo 

24.585 

$3.031 

3.210 

Awum 

31.625 

76.582 

97.197 

6,411 

107.619 
4.991 

550.453 
263.137 
82.067 

214.046 

1.317 

7.839 

12.910 

804 

242.710 (10.847) 231.863 9.111 9,111 92.019 3.271216 1.456.997 



i 

Wibit  
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I 101 Orp.nintio"Cosl 
2 302 FrmcNsc Cos1 
3 303 LandandhdRighIr 

6 306 Lake. Rivu. Canal Infaker 
7 307 W d I s h S p r i ~ ~  
8 308 hNb.timGallnks 
9 309 RmWataSup#yMahp 
IO 310 PomrGenentionE4ummenI 
11 311 PumpingEquipmd 
12 320 WalaTreatmal Equ(pmen1 
13 320.1 Waler Treatment Plank 

16 330.1 StmgeTank 
17 3302 RerrueTank 
18 331 Tr.mtnssicn 6 Dishibutirn Maim 37.674 1.314.658 588.127 
19 333 servicu 16.450 569.407 279.586 
20 3% Melur 6,554 226,855 88,620 
21 335 manla 
Z2  336 BaMarPrevenfiOnDevi- 
23 339 OIherPlanlhMircEqulpmml 
24 340 OlliaFmdhnehEqu(pmed 
25 340.1 CompbIeR 6 Sohare 
26 341 Tnnrport.lmEq~pmn( 
27 342 SlwerEquipmenI 
28 343 Tools. Shop 6 Garage Equipment 1.695 56.985 14.605 
29 344 L ~ l ~ E q u p m e n l  
M 345 ParnOpnaledEq*pmed 
31 346 CmmuniuSon Equipment 
32 347 MidlaneanEqrlpmenI 

348 CnhalnpiMePlant 
CCnrL Wotk in Progert 



Pima U t i l i  Company ~ Water Division 
Plant Additions and Retiremenk 

0.00% 
0.00% 
0.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3 . m  
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3.00% 
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3.00% 
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3.00% 
3.00X 
3.00% 
3.00OA 
3.00% 
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3.00% 
3.00% 
3.00% 
3.00% 
3.00% 

~ 

tine 
- N O .  

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 
13 
I 4  
I5 
16 
I 7  
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

NARUC 
ACC0"Id 

I& 

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 

320.1 
320.2 
330 

330.1 
330 2 
331 
333 
334 
335 
3% 
339 
340 

340.1 
341 
342 
343 
344 
345 
346 
347 
348 

Orgaintion cod 
Franchise Cor( 
Land and L M d  RlgM 
.%w&xes h lmprovemenk 
Collccling h Impounding Rerelvoin 

Wells h springs 
Inlkalion Gallwsr 
Raw W a t a  supply Mains 
Powa Garmtian Ew.p-1 
rnmpmo E q d p m a  
Walu Trealment Equipment 

Waler Trestmed Plank 
Sdulion Chemical Feederr 

Storage Tanks 
Presrure ranks 

bkC mu. C.MI Intakes 

D i r m a n  Resewdm h Standpipes 

Trammission h DirbibuPon Maim 
Services 
Melera 
Hva- 
BacMOw Prevenlion Devices 
mer Plant h Miss Equipment 
m c e  Furniture h Equipment 
Computerr 6 S o h r c  
Transportation Equipment 
S h e s  Equipment 
To&. Shop h G a m v  Equipmtnl 
L~b0nl-q Eqdpmcnt 
P o r n  operaled Equipmen1 
Commnicaalm Ewpmenl 
Mirdl.mwt Eqlipment 
m e r  Tangible Plant 
Con* Worli in Progress 

% TOTALS 

Exhibil 
Schedule E-2 
Page 3.5 
Wihlers: Jonesmourarra 

I 1996 
Allowed I Plant Adimled Plant Adiusled I 
Deprcc. Additions Plant 
a I LPer Boob) Adiualmenk 

10,033 

5.895 

€4,372 (9.461) 

1.520 

70.621 
28.729 
50.337 
11.550 

8.000 

4.211 (1,423) 

2.125 

~,.. ~~ 

Plant Retiremenk Retirement Plant Salvage Demdation 

10.033 

5.895 

54.911 

1.520 

70.621 
28.729 
50.337 
11.550 

8.000 

2.787 

2.125 

P e t  Books) Adiwtmenk ICalcvlaledl 

4,914 

10,844 

23.298 

760 

12,849 
1.528 

40,499 
17.51 3 
7.561 

14.479 

79 

858 

1.751 

32 
96 

Plant 
Balance 

97.637 
168.814 

364412 

804.0% 

25.348 

429.066 
50.924 

1.385.279 
598.136 
277.192 
488.400 

2,640 

32.585 

59.772 

2.125 
3,210 

Armm 
Deorec. 

39.871 

95.1M 

112,621 

7.797 

130.1 I6 
7.433 

628.626 
297,100 

96.181 
242.320 

1.476 

9.434 

16.3% 



Pima Utility Company - Water Division 
Plant Addmons and Rebremenh 
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3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3 00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.0070 
3.00% 

im 

I 
2 
3 
4 
5 
6 
7 
8 
9 
IO 
11 
12 
13 
14 
15 
16 
I7 
I8 
19 
20 
21 
n 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 I 
320 
320.1 
320.2 
330 
330.1 
3302 
331 
333 
334 
335 
3% 
339 
340 
340.1 
341 
342 
343 
344 
345 
346 
347 
348 

Orgunption cos1 
Franclise Cost 
Lend and Lad Ri(lh1s 
Sbumes 6 lmpovemenrr 
Cdiectinp h Impoundins Reservoin 
Lake. River. Canal Inlakes 
Wdlr h springs 
I"*lbatiml Ganerie. 
Raw Wslu S W y  Mains 
Pava Gmcralm Equipment 
Fumpinp Eqipment 
Water Trealmml Equipment 

Waler Trealmenl Plank 
Solvtim Chemical Feeders 

Slwage Tanks 
Pressure Tanks 

Dirbibubon Reservoirs 6 Standpipes 

Trmsmisrion 6 DirOibutim Mains 
Sewica 
Melm 
Hyaank 
BackUar PreveMon Devices 
m a  A.nt h Misc Equipmsnl 
m o e  Fwnihlre 6 Equipment 
Cornputem 6 Sonware 
Trmcpwtation Equipment 
SWes Equipment 
To&. Shop h Garage Equipment 
Labonlory Equipmnt 
Power opHale4 Equpmen! 
commnicatial Equipment 
MirceHa-r Equipment 
m e r  Tangible Plant 
-1. Wo,k in Progrerr 

TOTALS 

Exhibil 
Schedule 5 2  
Page 3.6 
Whew: JoneslOourarsa 

I 1997 
Allowed 1 Plant Adiurled Plan1 Adiusled 

Additions Plan1 "E - I IPaBookrl Adiurtmmtq 

75.492 

263.564 
11 7.056 
35.468 
58.630 

17.108 

928 

99.380 

Plant 
AddiSom 

75.492 

263.564 
117.056 
35.468 
58.630 

17.108 

928 

99.380 

Retiremenlr Retirement Plant 
(Per Boob) Adiuslmcnb Retircmenh 

52.540 52.540 

Salvage Depredation 
[Calculated) 

5.064 

10.932 

24.466 

760 

12.872 
I .528 

45.512 
19,700 
8.848 
15.531 

79 

1234 

1.807 

64 
1.587 

Plant 
Balancr 

97,637 
168.814 

364.412 

827.008 

25.348 

429.066 
50.924 

1.648.843 
715.192 
312660 
~47.030 

2.640 

49.693 

60.700 

i . i i 5  
102.591 

Acarm 
Dewec 

44.9% 

106.038 

84,547 

8.558 

142.988 
8.960 

674.137 
316.800 
105,029 
257.852 

1,555 

10.668 

18.163 

96 
2.584 

149.985 5.404683 1.782.910 52.540 52.510 
v 



Pinu Utility Company - Water Division 
Plant Additions and RebrcmentS 

Dcprec. 
- Rate 

0.00% 
0.00% 
0.00% 
1.00% 
1.00% 
1.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3 00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
1.00% 
3.00% 
3.00% 
3.00% 
3.00% 
300% 
1.00% 
3.W% 

Exhibit 
Schedule 5 2  
Page 3.7 
Wibyss: Jonermwrarsa 

Additions Plant 
(Per Eooksl AdiuSlmmk 

218,067 (200.000) 

500.000 (500.000) 

876.040 (838.888) 

1.163 

17.011 
37.577 
31.733 

866 
14.132 

2.868 

2.226 
101,552 

1 10 

11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
21 
24 
25 
26 
27 
28 
29 
30 
11 
12 
33 
34 
35 
'VI 

Allowed I Plant Adjurlcd Fbnt Pd)usbd I NARUC 
Amunl 
- NO Deraipban 

Plant Retirements Rebremenl 
(Per Books1 Adiurlmenk 

Phnt Salvage 
Retircmenk AID Only 

Otprcdabon 
[Calculatedl 

h m .  

Dewcc 

50.271 

98.931 

108.440 

9.336 

155.860 
10.488 
723.858 
338.819 
114.885 
274263 

1.634 
13 

(1.051) 

20.M7 

."- ,,a 

7.185 

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 
320 1 
3202 
330 

330 1 
330 2 
331 
333 
334 
335 
336 
339 
340 
340 1 
241 
342 

344 
345 
346 
347 
348 

343 

Organization cor1 
FrancNae Cost 
Land and Land Rights 
Sbucbl(es h lmpmvemenk 
Colles6ng h Impounding Reservoirs 
Lake. River. Canal lnlaker 
Wells h Springs 
ln6Watim Galleries 
Raw Waler Supm Maim 
P m  genera ti^ Equipment 
Rmpiw Equipment 
Wa ln  Treahmnl Equipmenl 

water TrEabne"1 Plants 
Sddm Chemical Feeders 

SUwage Tanks 
Presrue Tanks 

Dirbibu6on Reservoirs h Standpipes 

Trmrdssjon 4 Dirbibution Mains 
SeMCeS 

Meters 

BaMow Prevention Devices 
other Plan( h Misc Equipment 
otsoe Fumiblre h Equipment 
Computers h Sotware 
Trmporlation Equipment 
SLorer Equipmen1 
Tools. Shop 4 Garage Equipmenl 
Lahalory Eqtipmenl 
P n m  Operated Equipment 
Commminissbm Eqtdpmcnl 
Mirsdlanews Eqtipment 
ma Ta"ngMe Plant 
Cm1. W o n  in Progress 

TOTN s 

H Y d m t *  

97.637 
186,881 18.067 5.335 

17.772 17.772 10.666 346.640 

1.453 37.153 1,453 25.346 862.708 

1.163 778 26.511 

429.066 
50.924 

1.665.854 
752.769 
344.393 
547.030 

12.872 
1.528 
49.720 
22.019 
9.856 
16.411 

17.011 
37.577 
31.733 

79 
13 

1.504 

2.640 
866 

50.602 

63.568 

4.39: 
204.142 

866 
14.132 13.223 13.223 

2,868 1.864 

-1 = I  

4,601 
2.226 

101.552 



Pbna utility Company. Water Division 
Plant Additions and Retiremenk 

Allowed 
oeprec. 
- Rate 

0.00% 
0.00% 
0.09% 
3.00% 
3.00% 
3.m 
3.00% 
3.00% 
3.00% 
3 . m  
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3 OOYo 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 

Exhibil 
Schedule E 2  
Page 3.8 
W L e s  Janerlsourassa 

1999 

Addtion* Plant Plant Retirement. Retiremen1 man1 Salvage Dtpredatian Plant Accurn. 
Plant Adjusled Planl Adbsled 

(Per Books1 AdluStmenb (Per Boalnl Retiremenb (Calcufaled) B.lame 

97.637 
5.606 186.881 55.871 

10.399 24.640 109.331 

196.797 (82.615) 114.183 5.250 5.2% 27.515 971.641 130.705 

2.825 2.825 838 29.326 10.113 

12.872 429.066 168.132 
951 951 1.542 51.881 12.030 

327.584 327.584 n.889 1,993,437 718.741 
86.486 86.486 23.880 839255 362.699 
42.708 42.708 10.972 387.101 125.157 
65.970 65.970 11,400 613.000 291.663 

79 2.640 1.713 

1.855 1,855 1.546 52.457 495 

4.595 4.595 1.976 68.163 22.003 

625 6 i2  iiil 4511 5 3  
3.986 3.986 6.184 208.129 13.369 

4.148 4,148 88 5.015 101 

Derci tion 

1 ;  
~i 

6 
1 
8 
9 
10 
11 
12 
13 
14 
15 
16 
11 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 - 

301 
302 
303 
304 
305 
306 
307 
3011 
309 
310 
311 
320 

320.1 
3202 
330 

330.1 
3302 
331 
333 
334 
335 
3% 
339 
340 

340.1 
341 
342 
343 
344 
545 
346 
347 
348 

hgadratio” cos1 
FrawNre Cod 
Land and Land Rims 
Sbudwes b Improvements 
coNec6ng 6 Impanding Reravoirr 
Lake. River. Canal Intakes 
W d s  h springs 
InNbation Galleries 
Raw Wafer Sc+v Mains 
Porn Genefation Equipmen1 
Pumping Equipment 
Waln Treatment Equipment 

Water Trealrnenl plank 

Sdubon Chemical Feeders 
Dirbibulion Rcrervoirr h Standpipes 

stwage Tanks 
Prerwre Tank8 

Trammi~sion h Disbibution Mains 
ServiSS 
Metem 
Hydrant* 
Badnow Prevenlim m e r  
O W  Plant 6 Mirc Ewpmenl 
Ohia Furmhlte 6 Equipment 
Compulns 6 S o h a r e  
Tramportation Equipment 
Stwet Equipment 
Tools. Shop 6 Garage Equipment 
Labaalw Equipment 
P-r Cbualtd Eqdpmmi 
Comrmnication Equipmenl 
Mirdlaneovr Eqipmml 
Other Tan@Me Plant 
Cmn. Wotk in Pmgrers 

TOTALS 



P*ru U t i l i  Company - Water Division 
Plant Additions and Rebremenb 

I mowed 
Deprec. 

1 f& 

0.00% 

0.00% 
5.00% 

3.00% 
~ 3.00% 

3 .00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
1.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.CliP.h 
3.00% 
3 00% 

~ 0 . m  

~ 3.00% 

, 3.00% 

Exhibil 
Schedule E 2  
Page 3.9 
Wimess Jonesmourarra 

Plant 
Addcons Plant 

lPerBooks1 Adiuslmenb 

13.854 

191.797 

605.426 (20.717) 

2.707 

522.695 
30.624 
3.631 

504.769 
68.383 

1.483 

17.787 

52.1 I6 
3.464 

ZWO 
Adjusled Plant Adjusted 

Plant Retiremen6 Resremtnl Plant Salvage Depredation Plant Acarm 
A M O N  (Per Eoaksl Adiurtmenb Reliremenk &Q@!y ICslwlatedI Balance Dewec. 

NARUC 
Line Account 
& . &  DeScriOti.3" 

1 301 MpadzationCoSl 
2 302 FranchiseCasl 
3 303 LandandLandRighls 
4 304 Sblldues 6 lmprwemenls 
5 305 C4ednp 6 lmpoundinp Resnvoirs 
6 306 Lake. WVH. Canal Intakes 
7 307 Wells hspriw 
8 308 lnfimation Gsllefier 
9 309 Raw Water Svppiy Mains 
10 310 Power Generation Equipmen1 
11 311 Pumping Equipment 
12 320 Wala Treatment Equipment 
13 320.1 Water Trealmenl Planb 
14 320.2 Soldon Chemid Feedus 
15 330 Usbibdon Reservoirs 6 Standpipes 
16 330.1 StwapeTankr 
17 3302 PrersweTanks 
18 331 Trammission 6 Dirmbdon Malm 
I9 333 SeNi- 
20 334 Melers 
21 335 Hyaants 
27. 336 BaMow Prevenliion Devices 
23 339 Omer Plan16 Miss Equipmenl 
24 340 OfIice Fum'blre 6 Equipmen1 
25 340.1 Compvtcm 6 S o h a r e  
28 341 Transpaation Equipment 
27 342 StorerEquipmenl 
28 343 Tools. Shop 6 Garage Equipment 
29 344 LabonlqEqJpment 
30 345 PW Opnaiea Equipmem 
31 346 Cammnication Equipment 
32 347 Miscellaneous Equipment 
33 348 Om- TMgibk Plant 
34 Cons1 Wort in Prowess 
35 
36 TOTALS 

: I  
62.592 

91.637 
260.735 73.854 6.714 

11  1.733 : I  191.797 10.713 10.713 13.115 527.724 

122.849 I l  584.706 45.099 45.099 1.511.250 37.243 

9 . 7  I 2.707 1,388 1.388 900 

20.712 
1.866 

59.858 
31.169 
12.639 
18.390 

30.655 

522.695 
30.624 
3.631 

504.769 
68.383 

951.761 
72.505 

1.997.069 
i ,238.6n 

455,484 
613.000 

10.000 
189,444 

3.896 
838,605 
288.498 
138.4% 
310.053 

1.815 
252 

2.335 

21.961 

10.000 

105.370 105.370 

1.463 101 
150 

1.841 

2.014 

4.123 
5.015 

70.244 17.787 

2.056 2.056 66.107 

52.il6 
3.464 

$31 
6.296 

57.091 
21 1,592 

! 264 
19.665 



Pm Utility Company - Water Division 
Plant Addibans and Rctircmemk 

Nlawed 

& 
~ e p e c .  

0.00% 
0.00% 
0.00% 
3.00% 
3.- 
3.m 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 

Exhibit 
Schedule 8-2 
Page 3.10 
W#b=ro: JonesBourassa 

Plant Adjvrled 
~ddtionr piam Plant 

1- Adiuslmnk A&@!E 

5.438 (5.438) 

95.274 (47.141) 48.134 

713 (713) 

740.222 . 740.222 
83.430 83.430 

NPRVC 
Lime AmunI 
b &  

I 301 CWganizationCod 
2 302 FranshircCosI 
3 303 Land and Land R q h k  
4 304 SwChYer6lrnpovcmnk 
5 305 Callecbng 6 Impowding Rernvmm 
6 306 Lake. Rivs. Canal Intakes 
7 307 WdkLSpringr 
8 308 InllImUonGsllHier 
9 309 Raw Walw Supply Malnr 
10 310 Powa Gmcntion Equipment 
11 311 Punplng Equipmenl 
12 320 Wilter Trcatmenl Equipment 
13 320.1 Water Trealmenl Plank 
14 3202 Sd(ution Chemical Feed- 
15 330 Eiraibution Resewdm 6 Standpeper 
16 330.1 SiwlgeTranlu 
17 3302 PreuureTanks 
18 331 Trarnmissbn 6 Dirbibubon Mains 
19 333 services 
10 334 Melen 
21 335 nyaank 
P 336 8acMow Prevenbw Devices 
23 339 Oha Plan1 6 Miss Equiprnml 
24 340 OAiaFvmihKe6Equipment 
25 340.1 cMnputersaSo%vare 
26 341 TranrpatationEquipment 
27 342 SlacrEq*prnml 
28 343 To&. s(wp 6 Garage Equipment 
r) 344 LabuatoryEquipmenl 
9 145 P ~ O p n d e d E ~ p m e a  
31 346 CmMnicationE~pmenl 
32 347 Miscdlans- Equipment 
33 348 oolwTangiMePlsnt 
34 GmsL Work in Progress 
35 
36 TOTALS 

2001 
Fl?,"l Ad@rlad 

Retircmemk Retirement Plant 
P e r  Books\ AdiMbnenk Retirements 

500 500 

117.178 117.178 

Salvage Depeciation 
(Calculatedl 

7.827. 

15.832 

46.052 

920 

28.553 
2,175 
59.912 
46.505 
14,916 
18.390 

1 24 
150 

2.15t 

2233 

2.515 
6.405 

97.637 
260.735 70.414 

527.~24 127.565 

1,558,881 168.401 

30.655 10.605 

951.761 217.997 
72.505 6.071 

1.997.069 8911.517 
1.861.698 217.825 
538.914 153.412 
613.000 328.443 

4.123 1.939 
5.015 402 
73.150 4.486 

62.711 24.195 

1lO.W 3.778 
215.437 26.070 



Pima Utility C m p w y  - Water Division 
plan1 Additions and Retireme- 

Allowed 
Depec. 

&& 

0.00% 
0 . W X  
0.00% 
3 . m  
3.00% 
3.00% 
3.00% 
3.00% 
3 . m  
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
1.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3 00% 
3.00% 
3.00% 

Erhbl 
Schtdule 0-2 
Page 3.11 
W i m c s  JmerlEounrra 

2002 

Additions Plad plant Retiremenk Retirement Planl Salvage Depredation planl Armm. 
Planl Adjusted Plan1 Adjusled 

IPerBaoksl Adiurlmmk Admtiem IPerBooks) Adlvrbnmk Re(iremenk @Q!!y (Calculated) Balance 

97,637 
1.500 1,500 7,045 262.235 78.251 

287.579 (287.579) 15.832 527.724 143.3% 

92200 (16.178) 76.103 27211 27211 47.500 1,607.775 188.691 

920 30.655 11.52! 

6.814 6.814 28.655 958.575 246.65: 
2.175 72.505 8241 

230.254 . 230254 63.366 2227.321 961.88: 
574.324 574.324 71,094 71.094 63.399 2,364.928 210.13 
61.979 61.979 17,097 600.893 170.50! 
89.449 89.449 2.000 2,000 19.702 700.449 346,141 

4.123 2 . E  
55: 

1 24 
150 5,015 

61.853 61.853 60.613 2.179 62.792 38.000 2.180 72.211 (18.12! 

1.572 1.572 2.507 84.343 26.70' 

3.316 110,546 7.09! 
2.144 2.144 6.976 6.976 6,391 210,604 25,48! 

NARUC 
Urn Accounl 
& &  

1 301 Or~anidonCor l  
2 302 FramhiseCorl 
3 303 L.ndandLandRighk 
4 304 Smciwa 6 lmprovemmk 
5 305 CoNeCling6lImpQUndbQRereN& 
6 Ms Lake. Rivet. CMal Intakes 
7 307 Wells SSprinpr 
8 308 InllIntionG~llerics 
9 309 RmWalnSvWtyMain. 
10 310 Panr  Omeration Egipmenl 
11 311 RmpingEgipmrd 
12 320 W d n  Treabnenl Equipmen1 
13 320.1 Warn Treatment plank 
14 3202 Solution Chemical Feeders 
15 330 oishibU6on Resewairs L Standpipes 
16 330.1 SlwageTanks 
17 3302 PressureTanks 
18 331 Transmission 6 Cis~bution Maim 
19 333 service* 
20 334 Meters 
21 335 Hy&anls 
n 3% BlcMa*Pre"nrnrnD+riCer 
23 339 0th" Planl 6 Mirc Egipmenl 
24 340 Om* Fwnitvle 6 Equipment 
25 340.1 ComputarhSohrc  
26 341 Tmnpolt.fionEqJpmenl 
27 342 StacrEgulpmml 
28 343 Tools. Shop 6 Garage Equipmenl 
29 344 LabonlosEquipmnl 
30 XI. P e r  Ope!&ed Eguipmwd 
31 346 CommniutirnEquipmnl 
32 347 MisdluK- Equipmenl 
33 348 0thaTanngiMePlsd 
34 Conr1. walk In PIoCerr 
35 
36 TOTALS 



Pinu Utility Company. Water Division 
Plant Additions and Reliremenb 

0.00% 
O.W% 
0.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.W% 
3.00% 
3.00% 
3.00% 
3.hD.h 
3.00% 
J.%% 
3.00% 
3.00% 
3.00% 

Exhibit 
sshehrle 8-2 
Page 3 12 
Wibess' JonerlBounrra 

ine 
a 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
21 
28 
29 
3c 
31 
32 
33 
34 
35 

NARUC 
Account 

N O .  

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 

320.1 
3202 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
w4 
3 5  
346 
347 
348 

- 
organization COIL 
Frsmhise Cos1 
Land and Land Righb 
Sbucbrer h lrnptavemnh 
Colleding h IrnpMlnding Reservoirs 
lake. River. Canal Intakes 
Wells h Springs 
In6lkatim Galleries 
Raw Wala Supply Maim 
Pomr GmnaUon Equipment 
Rwnplng Equipmrd 
Watn Treabnenl Equipment 

Water Treatment Plank 
Solution UKmical Feederr 

Sl-ge Tank 
Re6swe Tanks 

DirWbu6on Reservoin h Standpipes 

Trammidon 6 Dinbibution Maiw 
SeNiceer 
Melsn 

W.& 
Backnow Preveniian DNicer 
m a  Ran1 6 Miss Equipment 
OfKce F w e  h Equipmen1 
Cornputem h Sonware 
Trantpwlatiar Eguipment 
StOTes Eqb+prnmt 
Tools. Shop 6 Garage Equlpmenl 
L.bara lq  Equipmenl 
0% *;.rr.!d Eqdppmed 
CornmnicaW! Equipment 
Misfellmous Equipment 
mer Tangible Plant 
Mml. Won in Propers 

36 TOTALS 

I 2003 
Nlowcd I Plan1 Adjlated Plant Adjusted 

6.520 (2.570) 

132.687 (34.5001 

1.987 

290233 
415.687 
64.897 

120.601 

2.631 
24.945 

2.337 

4287 

Plan1 * 

3.9% 

98.188 

1.987 

290.233 
435.687 
64.897 

120.601 

2.631 
24.945 

2.337 

4.287 

47250 

1 .wo 

49.692 

500 

2.000 5.533 

928 

47.250 

1 .ow 

49.692 

500 

7.533 

928 

Salvage 

AlDMv 
Depeciati0n 
1CaldaledI 

7.926 

15,832 

48.997 

949 

28.742 
2.175 

71.173 
76.738 
19.000 
22.815 

124 
1 90 

7,428 

2.551 

3,516 
6,382 

Plant 
Balance 

97.637 
266.185 

527.724 

1.658.713 

32.642 

957.57s 
72.505 

2.517.556 
2,750,923 

665.790 
820,550 

4.123 
7.646 

89.623 

85.752 

110,Yfi 
211.891 

Acwrn. 
DForec. 

86.185 

159.228 

190.437 

12.474 

274.394 
10.421 

1.033.056 
237.176 
189.509 
364.460 

2.186 
742 

(23231 

28.325 

10.411 
31.367 



P i  USMy Company - Water Division 
Plan( Additiom and Retiremr& 

0.00% 
0.00% 
0.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 

h e  
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
I5 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

35 

- 

34 

M U C  

36 TOTALS 

A.wmnl 

r& 
301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 

320.1 
320.2 
330 

330.1 
3302 
331 
333 
334 
335 
336 
339 
340 
340.1 
341 
342 
343 
344 
345 
346 
347 
348 

Orpadzation cm 
Frwhise Cost 
Land and Land Rim 
S ~ u c b r u r  6 lmpovemenb 
co(lcsting h Impowding Rercwoiro 
Lake. River. Canal Inlakes 
Wens 6 SpIIngs 
Infdwation Galleries 
Raw Water S u W  M a h  
P- Generation Ewlpmerd 
Pumping Equipmenl 
Water Treatment Equlpmenl 

Waler Treatment Plank 
Soldm Chcmical Feeders 

Disbilibution Raetvdn 6 Standpiper 
slwa*e Tank 
pnsrure Tank 

Trmmlsslon h Oisbibulion Maim 
SerViCU 
Metar 

nuam 
BacMow PreVdDn owices 
O(ha Plan16 Wac Equipment 
OfAce Fwnibve 6 Equipmew 
CMnpVrvr h SoMarc 
Trampmiation Eqdpmenl 
slcfes Equipmen1 
Tools, Shop h Garage Eqtipuipmem 
Labofatmy Eqdpmerd 
Povrr operated e*;sment 
commnication Equipmea 
Mircellamour Equipment 
0th- Tanpible Plant 
Const. Wort in Proves6 

Emhit 
Schedule 8-2 
Page 3.1 3 
Wmerr JonerlBourarn 

Depcs. Additions Plard 
&& I [PerBwksl Adiurtmenb 

5,091 

64.740 

14.326 

27.203 
U2.191 
50270 
8.282 

1.500 

11.372 

1.964 

9.716 

(24.716) 

Plant * 

5.091 

40.024 

14.326 

27.203 
332.191 
50.270 
8282 

1.500 

11.372 

1.964 

9.716 

Reti~e~n~ntr Retirement Plant 
P m  Adiuslmenb Retirements 

2,600 2.600 

11.666 11.686 

1.319 1,319 

35.998 35.998 

500 500 

16.536 2.431 18.957 

Salvage Depreciation 
AID Only Calcylaledl 

8.023 

15.832 

50,186 

1.174 

28.727 
2.175 
75.935 
86.971 
20.728 
24,733 

146 
229 

9.425 2.575 

2.602 

3.316 
6.592 

I 20M 
Nlomd I Plant Adiurled Plant Adirsled 

Plant 
Balance 

97.637 
-8.671 

527,724 

1.687.051 

45.649 

957.575 
72.505 

2344.759 
3.047.116 
716.060 
828.332 

5.623 
7.646 
82.027 

87.716 

::0.5(5 
224.607 

A w m  
DeDrec 

91.608 

175.060 

228.938 

12.329 

303.122 
12.597 

1.108.991 
288.149 
210237 
392.693 

2.332 
972 

(30.198 

30.927 

13,727 
38,460 



Pinu Utility CDmpany - W a r  Division 
Plant Addition3 and Retifemenk 

0 00% 
000% 
000% 
300% 
300% 
300% 
300% 
300% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 wlb 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 W X  
300% 
3 00% 
3 00% 
3 00% 

Exhibit 
Schedule 8-2 
Page 3.14 
Wbmesr: Jonerlourrrsa 

I 2005 
wowed I Plaid I NARUC 
k p e c .  Ad&tiont Plant I (PuBooksI Adimlmenk 

Plant Retiremenk 
(Per Books1 

Retirement Plan1 Satvape 
Adiw.lmenb Retiremenk 

Depredabon 
(Calanaledl 

8.050 

16.0% 

50.791 

1.348 

28.727 
2.175 

81.517 
97.935 
22.676 
25.532 

169 
467 

2.359 

2.649 

3.315 
6.738 

I 
2 
3 
4 
5 
6 
7 
11 
9 
10 
I1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2s 
28 
21 
211 
29 
30 
31 
32 
33 
34 
35 
38 - 

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 

320.1 
3 2 0 2  
330 

330.1 
3 3 0 2  
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
344 
545 
346 
347 
348 

: I  Organization COIL 
F r M r e  Cos1 
Land and land Rim 
Sbuwes 6 l w o v e m n k  
Ccilcdng 6 Impounding R I I ~ N O ~  
Lake. River. Canal Intakes 
Wclh 6 spring. 
lnfllbllion Galleries 
Raw Warn Supply Mains 
Power GeneraDbn Equlpmenl 
Pumpinf) Equipnvnl 
Walu  Trealmenl Equlpmenl 

Water Trcstmenl Aank 
Wlmm Chemical Feeders 

Slaage Tanks 
Pressure Tanks 

DiSbibutlon ReSeNdrr 6 Standpipes 

Transnisdon h Disbibufion Maim 
SWd- 
Metem 
HVaantr 
8.dnow Preveldim oeviccr 
mer Plant 6 Mire Equipment 
O I h  Fumiblre 6 Equipment 
Cornputem 6 Sonware 
Transportatim Equipment 
Staer Equipment 
Todr. Shop h Garage Equipment 
Lahatory Equipment 
Power C--iiied Equipxmt 
Communicalion Equ'pmn 
Mircdlam- Equlpmsnt 
othn Tangible Plant 
Const Wofk in Progress 

TOTALS 

97.637 
268.617 99.668 

545.359 175.699 33.092 15.457 15.457 33.092 

83.364 (l1.431) 1 1,933 1.698.984 279.728 

44.192 7489 

957,575 331.849 

2.889.700 1,190.508 
3.481.899 343.610 

795.699 232.913 
871.811 418.195 

72.505 1 4 , i n  

5.623 2.501 
23,473 1.439 
75.256 (35.360) 

88.916 33.576 

ilO.546 17.oii 
224.607 45.198 I 

4,531 4.531 5.988 5.988 

37,474 
344.940 
472357 
79.639 
43.480 

344,940 
472357 37,474 
79.639 
43.480 

15.821 
750 

15.821 
750 7.521 7.521 

1.2w 1,200 



Pima Utility Company ~ Water Dririon 
Plant Addttlonr and Rebremenk 

0 00% 
0 00% 
0 00% 
3 00% 
3 w W  
3 00% 
3 00% 

3 00% 
300% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
300% 
300% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
300% 
300% 
3 00% 
3 00% 
3 W% 
300% 

3 . o ~  

Exhibit 
Schedule 0-2 
Page 3.15 
Wherr' JonerBaurarra 

- 

tine 

N% 

I 
2 
3 
4 
5 
6 
7 
8 
9 
IO 
11 
12 
13 
14 
15 
16 
17 
18 
I9  
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

301 
302 
303 
304 
305 
305 
307 
308 
309 
310 
31 I 
uo 
320.1 
3202 
330 
330.1 
3302 
331 
333 
334 
335 
336 
339 
340 
340.1 
341 
342 
343 
344 
345 
346 
347 
348 

Organization COII 
Franchiss Cos1 
Land and Lnd Ri- 
Sbuchrts h lmprwemenk 
Cdlechg L Impounding Rese~oim 
Lake. River. Canal Intakes 
Wells h Springs 
Infilb.6on Galleries 
R m  Water Supply Mains 
Power Generation Equipment 
Pumplcg Equipmenl 
WEIN Treatment Equipment 

water Treatment Plank 
Solution Chemical Feeders 

Oist,ibution R a c ~ o i m  h Standpipes 
Swage Tank 
Pressure Tanks 

Transmission h Disuiibution Mains 
semices 
Melen 
MY- 
Barnow Prevention Devices 
Ww Plant h Mirc Earipment 
Ma Fumilwe h Equipment 
Comprten h Sohnre 
Transpcdation Equipment 
Staes Equipment 
Tools. Shop h Garage Equipment 
Labantmy Eqdpmenl 
Pmm Operated Equipment 
Comdcation Equipment 
Miscallmean EquipmM 
other TanpiMe Plant 
Con.1. work I" Progerr 

36 TOTALS 

I 2006 
Wowed I Plant Adialed Plant Mis ted  

Adfitionr Plant 'z I [PwBookr) Adiurhnenk 

89.679 

6.347 

357.142 
34.418 

431 

4.243 

(58.153) 

(3.089) 

Plant 
AdmSoM 

31.527 

6.347 

357.742 
3 I 329 

431 

4.243 

Retiremnk Reticemen1 Plan1 
f P a  Books1 Adiuslmenk Retiremen6 

6.714 6.714 

29.274 29.274 

908 908 

8.050 8.050 

3.150 3.150 

Salvage DepreciatiO" 
fCslculated1 

8.060 

16.361 

51.342 

1.421 

28.727 
2.175 
86.691 

109.384 
24.341 
26.154 

169 
711 

2244 

2.547 

3.316 
6.755 

Plant 
Balance - 

97.637 
268.677 

545.359 

1.723.797 

50.539 

957.575 
72.505 

2.889.700 
3.810.367 
827.028 
871.811 

5.623 
23.903 
74.348 

80,866 

I , 4 4 6  
225.700 

..- 

A w m .  
Deorec. 

107.728 

l92.06C 

324.3% 

9,llC 

360.57f 
16.947 

1177.191 
428.72C 
257254 
444.349 

2.664 

(34.024 
2.149 

28.073 

-" ..-" 
'".mu 

48.803 



Pinu U t i l i ~  Company. Waer Division 
Plml Additions and Relifemenk 

0.00% 
0.00% 
0.00% 
3.00% 
3 00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.W% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.W% 
3.00% 
3.w% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 

in. 
% 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11  
12 
13 
14 
15 
16 
17 
18 
I9 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
M 
31 
32 
33 
34 
35 

Account 
t!% 

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 
320.1 
3202 
330 

330.1 
330.2 
331 
333 
334 
335 
3% 
339 

340.1 
341 
342 
343 
344 
I45 
Y6 
347 
348 

no 

DeraQfion 

Organization Cost 
Frandire Cost 
Lmd and Land RigMs 
h d u e s  h ImpTOYemenk 

Collecting 6 Impounding Reservoirs 
Lake. River. C . M I  Intakes 
Wells h Spriw 
Infibtion Galleries 
Raw Wala Supp4y Mains 
Povn Gnaation Equipment 
Punpino Equipmenl 
Walu Treatment Equipmenl 

Walu TreabmenI Phnb 
Solubm Chemical Feeders 

StorageTanb 
P r e ~ u r t  Tanks 

Disbibvbon Resewdm h Sfandpiper 

Tramsmrrion 6 Disbibibubm Maim 
S&Cice* 

Metem 

Eaddar Prevention Devices 
otha Urn1 6 Misc Equipment 
Gih Fudure h Equipment 
Com+uIm h Sottware 
Tru~~poctation Equipmen 
Stores Equipment 
Tools. Shop h Garage Equipment 
Laborslwy Equipmenl 
Parer operated Equipment 
CrnMniCalian Equipment 
Miscd(aneMa Equip& 
wla TanpiMe Plant 
comf. work in Progress 

nyaancr 

36 TOTALS 

Exhibit 
Schedule 8-2 
Page 3.16 
Wtblesr: Jones/Bourarra 

I 2007 
Mlared I Plant Adiurled Plant AdhrSled I 
Jeprec. AdBtions Plant 
a 1 /Pe,Bookrl Adiuslmenk 

272.215 

136.912 

1.879 
275.451 
19.990 

204 
3.082 

14.300 

(21.213) 251.002 

136.912 

1,879 
275.451 23.698 
19.990 

204 
3.082 

14.300 21.162 

Rctimrnenl Plant 
Adiurbmenb Retiremenb 

8.050 

43.805 43.805 

23.698 

21.162 

5.900 5.900 

16.361 

54.822 

1.516 

30.781 
2.175 
86.719 
118,087 
25.111 
26.154 

172 
763 

1.851 2.128 

2.337 

3.316 
6.171 

Plant 
Bslsnce 

97.637 
268.677 

545,359 

1.930.493 

50,539 

1.094.487 
72,505 

2.891.578 
4,062.120 
847.018 
871.811 

5.826 
26.985 
67.486 

14.966 

110.546 
225.700 

A m m .  

115.788 

208,421 

335.373 

10.626 

391.357 
19.122 

1.363.918 
523.109 
282.365 
470,504 

2.841 
2.913 

(512081 

24.510 

23.676 
55.574 

,033 (21213) 702.819 44,860 49.705 94.565 - 



0 00% 
0 00% 
0 00% 
3 00Yo 
3 W A  
300% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 OOY. 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 

Pinv U t i l i i  Company ~ Waler Division 
Plant Add*ons an4 Retirements 

Exhibit 
schedule 8-2 
Page 3 17 
WPlerr JonedEIourassa 

I ,""n 
I -""" 

91-d I Plant Adjurled Plant Adpaled 
Plant 

Balance 

97.637 
308.3% 

595.649 

2.028.536 

52.205 

1.094.487 
72.505 

2,911,766 
4.327.966 

865.684 
887.361 

5.926 
26.985 
67.486 

109,966 

110546 
225.700 

ACWm 
DeDrec 

(24.444 

225.536 

379.471 

8.667 

424.192 
21297 

1.450.968 
628297 
308.055 
496.892 

I ,517 
3.722 

(49.183 

2 7 2 M  

26,993 
62.345 

Jeprec. Additions Plant 
&& I fPu8ookrl Adimlmenk 

Plant RetLcmenk 
Addibonr (Per Books) 

Rebremenl Plan1 
pdiurlmenk Rstiremenk 

salvage Depreaaoon 
ICalmlaledl 

(44.313) 

(179.493) 

(262.374) 

(6.60) 
(2.055) 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
I 2  
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 

2a 

- 

301 
302 
303 
304 
305 
306 
w 7  
308 
309 
310 
311 
320 

320.1 
3202 
330 

330.1 
3302 
331 
333 
334 
335 
3% 
339 
340 

340.1 
3 4 I  
342 
343 
344 
345 
346 
347 
348 

Organization COII 
Franchise Cost 
Land and Lnd Righk 
SbuchKcs h lmpovemmk 
Colkdng 6 Impounding Reservoin 
Lab. Rivu. C a d  Intakes 
Wdlr h Sphps 
Inlhation Galleries 
Urn W a C  Supply Mains 
P a w  Gvlsnfion Equipment 
pvmplnp Equipment 
Walu Treatment Equipment 

Water Treatment Plank 
Solution Chemical Feeden 

Slmgc Tanks 
Pressure Tanks 

Dlstribufion Reservoin 6 Slangiper 

Trammission 6 Dirtribdon Mains 
S d c e s  
M e l a  

n v a h  
Badow Prevention oevicer 
Oma Uant6 Mirc Equipment 
Of6ce Fumlbwe h Equipmetd 
Compula h S o k r e  
Tr-6~ Equipment 
Slwer ENprnenl 
Tods. Shop 6 Guage Equipment 
L a b a a t v  Eqvipment 
Pamr Operated Equipment 
Co+mmUni=atim Equipment 
Miwcllanewa Equipment 
0 % ~  Tangible Plant 
Consl. Work in Progress 

TOTALS 

83.986 

229.783 

375.212 

5.165 

20.188 
293.123 

20.720 
15.570 

1,600 

35.000 

39.673 6,655 

50.290 17.115 

59.393 112.B38 15.295 15.295 

5.165 3,500 3.500 1.541 

32.635 
2.175 

87,050 
125.851 
25.691 
26.388 

20,188 

18.666 
15.570 

286.510 20.664 20.664 

1.600 1.500 1.500 176 
810 

2.025 

2.774 

3.316 
6.771 

35.000 

1,080,346 (494.847) 585.499 22.164 18.795 40.959 402,566 11,788,776 4.140.497 -- 



Pima u c i l i  Company. W M r  Division 
Plant Additions and Retiremenk 

Exhibit 
Sdedule 8-2 
Page 3.18 
WibKss' JonesBoursrsa 

1 
2 
3 
4 
5 
6 
7 
8 
9 
IO 
11 
12 
13 
14 
I5 
16 
17 
18 
I9 
20 
21 
n 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
3s - 

301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
320 

1202 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
344 
Y S  
346 
347 
348 

320.1 

hganlration Cost 
Franchise Cost 
Land and Land Riphls 
Smdwer  h lmprovemenk 
Cdledng h Impounding Reservoin 
Lake. River. C.mI Intakes 
Wells h springs 
Insn6on Galleries 
R m  W 8 b  Supply Mahs 
P a v a  Genentlon Equipman1 
Pumping Equipment 
W a l u  Treatmen1 Equipment 

Water Treatment Plank 
Sdvtion Chemical Feederr 

S o r a s  Tanks 
Pressure Tmks 

hsbibuihn R e N o i n  h Sandpiper 

Transmission h Dirbibulion Maim 
ServiCeS 
M o t a  
Hva- 
Ea- Revention O e r i C t l  
Omn Plant h Misc Equipment 
OtTse Fwnihlre h Equipmen1 
C o W e n  h S o h m  
Transportaliar Equipmenl 
Sores Equipmen( 
Tods. Shop h Garage Equipment 
L a b m l q  Equipment 
Power Operated Equipmen1 
C o m i c a t i o n  Equipment 
Mircellaman Equipment 
Omer Tangible Plant 
Conrl. Work in Progress 

TOTALS 

- 
Nlowed 
Deprec. 
- Rate 

0.009 
0.00.1 
0.00) 
3.009 
3.00)1 
1.00% 
3.wv 
3.004 
3 . m  
3.0m 
3.00% 
3.00% 
3.00% 
m o v  
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
1.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00% 
3.00.A 
3.00% 
1.00% 
3.00% 
3.00% 
3.W% 

Additions Planl 
[Per Books1 Adiuslmenk 

10.576 

226.802 

7.710 
1,431 
4.282 

220238 
27.743 

2.641 

9 115 
13239 

(21,325) 

Plant Rebremenk Retirement Plant Salvage 
Addl(onr (Per Books1 Adimtmenk Rebremenk PJD Only 

10,576 

205.476 

7.710 
1,431 
4.282 

220.238 
27.743 

2.641 

9 115 
13.239 

17.958 

3.800 

61,631 

1.687 
5.014 

3.804 

61.631 

17.958 

1.687 
5.014 

2009 
Plant Adiusled !-lad Pdiusted 

523.776 (21.325) 502.451 17.958 72,132 90,090 - 416,920 14201,137 4.467.U 

Depreaabon 
1CalNlafeq 

9.352 

17.869 

63,014 

1.566 

32.950 
2.197 

87.417 
132.873 
26.387 
26.521 

152 
774 

2,025 

3.299 

3.453 
6.970 

Ptant 
Balance 

97.637 
315.125 

595.649 

2.172.382 

52.205 

1.102.197 
73.937 

2,916.048 
4.530246 

893.426 
887.381 

4239 
24.613 
67.486 

109,966 

119.660 
238.939 

Accum. 

129.9% 

243.40! 

380.854 

10.23: 

457.14: 
23.49 

1.538.38! 
743.21: 
334.44; 
523.51: 

(1; 
(511 

(47.151 

30.58: 

30.44 
69.W 



pinu w l i  Company ~ Waln  Division 
Plant Additiw and Retirements 

Exhibil 
Sdtedhde 8-2 
Page 3.19 
Wihss:  JonedBwrasra 

1 MI cTgm~~tiwcorl 
2 3ot FrancliseCosl 
3 303 LandandLandRighh 

6 306 Lake. River. Canal lnbker 
I 307 Wells 6 Springs 
8 308 Inflbabm Galhrier 
9 M9 Raw Water Supply Mains 
10 310 PomrG~f ionEquipmenI  
1 1  311 PwnpingEquipment 
12 320 Wale, TreatmnlEquipmenl 
13 320.1 Water Trealmenl Plants 
I 4  320.2 Sduoion Chemical Feednr 

16 330.1 Storagelank 
11 3302 PruwreTanks 
18 331 Tnnrdrsion L Dirbibution Maim 81.481 2.916.040 1.625.867 
19 333 savica iw.591 4~04.148 861.057 
m 334 Metan 21249 921202 361.692 
21 335 liydrank 
22 3% ~ a * F 7 e " c n ( b n D e v i c e r  
23 339 Omer plant 6 Mirc Equipmen1 
24 340 O l a  Furnibre 6 Equipmen1 
25 340.1 Compller66Soltmre 1% 28.419 278 
26 341 Transpwls(ionEquipmenI 
27 342 SloresEquipmua 
28 343 T d r .  S b p  6 Garage Equipment 3.661 1 3 4 . S  34251 
23 344 L a b m I q E ~ p m e n t  
M 345 PomrOperaledEquipmed 
31 346 CommnluUonEquipment 
32 347 MircdlmatsEqulpment 

348 Other TanwMe Plant 
Conrl. Work in Ropesr 



Exhibit 
Schedule 8-2 
Page 4 
Witness. Bourassa 

Pima UtilityCompany ~ Water Division 
Test Year Ended December 31.2010 

Original Cost Rate Base Pmroma Adjustments 
Adjustment Number 2 

Accumulated Deoredation 

Adiustments 
A B c 

Difference 
Per Books to Intentionally 
Accum. Retirement Computed Lefl 
@pL Adiustments Balance && 

Line - No. 
1 - D E - 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Intentionally lntenbonally Adjusted 
Len Lefl ACCUrn. 
&i& && !25e1 

A d .  
- No. pesaiotion 
301 Organization Cost 
302 Franchise Cost 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 

320.1 
3202 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
344 
345 
346 
347 
348 

Land and Land Rights 
Strudums and Improvements 
Cdleding and Impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries end Tunnels 
Supply Mains 
Power Generation Equipment 
El& Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist. Reservoirs 6 Standpipe 
SIwage tanks 
Pressure Tanks 
Trans. and Did. Mains 
sew.es 
Melen 
Hydrants 
Backflow Prevention Devices 
Mhw Plant and Wsc. Equip. 
ofhca Furniture and Fixtures 
Computers and SoRware 
Transportation Equipment 
Stores Equipment 

0 - 1 1 1  .."ln L*d.r ...-,.. 
Laboratory Equipment 
Power operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

T&----'M,& C-.:  + 

765.205 (619.356) (6.400) 139.450 

597.386 (43.942) (292.W4) 261.440 

277.084 (424.468) 517.373 369.989 

(17.634) 27.524 
(903.950) 
491.208 

35,712 
605,441 

(640.918) 
24,053 

255.460 

9,890 

490.208 
24.279 

1,625,867 
861.057 
361.692 
550.134 

903.950 
(1.000) 

(11.433) 
1,020,426 
t.501.975 

337,639 
297.674 (3.000) 

219.384 (1.687) 
(5.014) 

(18.572) 

(217.587) 
5.292 

(32.501) 

110 
278 

(51,073) 31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

(24,634) 58.065 34,251 

34.114 
76.482 

19,878 
4,420 

14.237 
82.188 (IO. 126) 

TOTALS f 5.945.021 f (567.910) $ (588.942) $ 

Aocumulated Depreaation per Books 

lnueare (deuease) in Aaumulated Depreciation 

Adjustment to Accumulated Depredation 

-S 

8 2 .  pages 3.1 to 3.19 
WorkpaperrlB2 Schedule -Pima Water xtsx 

5 - $  ~ S 4.788.169 

5 5.945.021 

S (1,156,852) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
?4 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 

18 

28 

38 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Contributions-in-Aid of Construction ICIAC) and Accumulated Amortization 

Computed balance at 12/31/2010 

Book balance at 12/31/2010 

Increase (decrease) 

Adjustment to CIACIAA ClAC 
Label 

SUPPORTING SCHEDULES 

8-2, page 5.1 
E-I 

Gross 

$ 632,418 
ClAC 

$ (0 )  
3a 

Exhibit 
Schedule 8-2 
Page 5 
Witness: Bourassa 

Accumulated 
Amortization 

$ 346,223 

$ 539,828 

(1 93,605) $ 

193,605 $ 
3b 



I .  

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
43 42 

44 
45 

3a 
ClAC 

Exhit4 
SfhHWe 8-2 

Wlbla*r Bouraru 

1993 1994 1995 19% 1997 1998 

Page 5 1 

r I 1 1 1 1 
Balm- &luICt B I L v r e  Eda"nSa Bda"C.c 0*11nc. 891- 

1213111992 AddNlonr 1213111993 Addlllom 12131M093 Additnns 1213111993 Addtlonr 1213111993 Addho- 1213111003 Addlllmr 1211111993 

136.956 . 136.956 - 136.956 23.086 160.042 . 160,042 175.716 338788 261.718 597.506 

3.00% 
4.108 

M.275 

3 W A  
4.109 

8 8 3 3  

3 00% 
4 455 

92.838 

3 00% 
4.801 

97.640 

3 00% 
7.437 

105.077 

I 1 1 1 1 2004 
8111- B.1- nabwe B P l a m  B I l u M  Bak- 

1499 2000 2001 2002 2W3 

Addnlons 1213111983 Additions lU3111993 Addlnons 1u3111003 Additions 1213111993 Addlllwu 1213111993 Additions 12131m93 

34.912 832,418 . 832.418 . 632418 - 632.418 - 832418 - 832.418 

3 . a  
18.149 

137.525 

3 a  
18.973 

156.498 

3 w.6 
18.973 

175.470 

3.WX 
18.973 

194.443 

3.WY 
18.973 

213,415 
18.973 

232.388 

632.418 . 632.418 

3 W X  
18,973 

251.W 

3 00% 
18.973 

Z70.333 

632418 . 632.418 

3 m  
18.973 

289.306 

3 00% 
18.973 

308.278 

3 . m  
18.973 

327.251 
18.973 
346.223 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Computation of Working Capital 

Cash Working Capital (1/8 of Allowance 
Operation and Maintenance Expense) 

Pumping Power (1/24 of Pumping Power) 
Purchased Water (1124 of Purchased Water) 
Prepaid Expenses 

Total Working Capital Allowance 

Working Capital Requested 

Total Operating Expense 
Less: 
Income Tax 
Property Tax 
Depreciation 
Purchased Water 
Pumping Power 
Allowable Expenses 
1/8 of allowable expenses 

SUPPORTING SCHEDULES: 
E-I 

Exhibit 
Schedule 8-5 
Page 1 
Witness: Bourassa 

$ 106,177 
10,519 

116,696 $ 

$ 

Adjusted Test Year 
$ 1,845,067 

$ (27,157) 
83,358 

686,998 

252,453 
$ 849,415 
$ 106,177 

RECAP SCHEDULES: 
B-1 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Income Statement 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Salaries and Wages - Off. and Dir. 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Oftice Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services - Water Testing 
Rents - Equipment 
Transportation Expenses 
Insurance - Vehicle 
Insurance -General Liability 
Insurance - Worker's Comp 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest I~wcme 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
C- 1, page 2 
E-2 

Test Year 
Book 

Results 

$ 1,976,508 

7,261 
$ 1,983,769 

$ 220,827 
90.294 
64.900 

228.469 
16,721 

100.885 
67,321 
5,283 
3,067 

14.175 
54,797 
18.737 
3.203 

44,637 
17,464 
10,840 
1,009 
3.671 

4.766 
15.934 

477,551 
40,883 
94,465 

$ 1,599,900 
$ 383,869 

Exhibit 
Schedule C-I 
Page 1 
Witness: Bourassa 

Test Year Proposed Adjusted 
Adjusted Rate with Rate 

Adiustment Results Increase Increase 

$ (6.142) $ 1,970,366 $ 1,023,565 $ 2.993.931 

7,26 1 7,261 
$ (6,142) $ 1,977,627 $ 1,023,565 $ 3,001,192 

- $  

23,985 

50,000 

209,446 

(1 I ,I 07) 
(27,157) 

220,827 
90,294 
64,900 

252,453 
16,721 

100,885 
67,321 

5,283 
3,067 

14,175 
54,797 
18,737 
3.203 

44.637 
1 7 -464 
10,840 
1,009 
3,671 

50.000 
4,766 

15.934 
686,998 
40,883 
83.358 

(27.157) 

$ 220.827 
90.294 
64.900 

252,453 
16,721 

100,885 
67,321 

5,283 
3,067 

14,175 
54.797 
18,737 
3,203 

44,637 
17,464 
10,840 
1,009 
3,671 

50,000 
4.766 

15,934 
686.998 
40.883 

13.708 97,066 
280.881 253,724 

$ 245.167 $ 1,845,067 $ 294.589 $ 2,139,657 
$ (251.309) $ 132,560 $ 728,975 $ 861,536 

48,219 
1.254 

(203.041) (203,041) 
(1,692) 

48,2!S 
1,254 

(203.041) 
(1,692) 

(758) (758) 
$ (203,041) $ (156,017) $ - $ (156.017) 
$ (454,350) $ (23,457) $ 728.975 $ 705.518 

RECAP SCHEDULES: 
A-I 



P i  UtilityCompmy. Water Division 
TerlYear Ended December 31.2010 

lnwme Balemen1 

Exhibil 
Schedule C-1 
Page 2 
r h e s r :  Bourasra 

Une 
B 

1 Revmues 
2 Metered Wakr Revenues 
3 Vnmelered Wale, Revenuer 
4 Omcr Wala Revenuer 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

m 

operating Expnrer 
Salaries md Wager 
Salaries and Wages -OW. and Dir. 
Employee Pensions and Bcnc6k 
Purdrased Walu 
Pvrrhaaed Pomr 
Chemicals 
R e  and Mainlenancc 
MAa Supplin and Expemr 
C0nbad"al Sewices - Engineering 
Conbilctual sewices - Accounhg 
CMbaChlaI Sewices - Legal 
CMll;lchl.l Servioer - 0th- 
Conb. Sewices - Walu Teslng 
RenD - Equipmml 

bunnee. Vehde 
Imuran~ - General Liability 
lwunnte - W r k u k  Cory  
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rale Case 
Bad DeM Expense 
Mase(laneour Expense 
Depreciation Expenre 
T . X S  mr Than Income 
Proper*Tucr 
Income T u  

Trampolt.son Expenres 

37 
M 
39 
40 
41 
42 
43 
U 
45 
46 
47 

1 

penredation 

2 1 4 

Propew Rate Revenue 
Tares Annuafiration 

(6.142) 

5 s z 8 
T e d  Year Proposed Adprted 
Adjusred Rale wih Rate 

Annualize 
Purdrased Purdased Interest 
pomr pown ~ ~ ~ ~ l E g g &  

f 1.970.366 I 1.023.565 f 2.993.931 

7261 7,261 7.261 
f 1.983.769 I - f . f - f (6.142) f - I . f . f - f 1.977.627 I 1,023,565 I 3.001.192 

f 220.827 
90.294 
64.900 

228.469 
16.721 

lW.885 
67.321 
5283 
3.067 

14.175 
54.797 
18.737 
3203 

44.637 
17.464 
10.840 
1.009 
3.671 

4.766 
15.934 

477.551 
40.883 
94,465 

209.446 

(11.107) 

50,000 

27205 (3220) 

n o m 7  
90294 
64.900 

252.453 
16.721 

100,885 
67,321 
5283 
3.067 

14.175 
54.797 
18.137 
3203 

44.537 
17.464 
10.840 
1,009 
3.671 

5o.OOo 
4.766 

15.934 
686.998 

40.883 
83.358 

(27.157) (27.157) 

f 220.827 
90.294 
64.900 

252.453 
16.721 

lW.885 
67.321 

5.283 
3.067 

14.175 
54.797 
18.737 
3.203 

44.637 
17.464 
10.640 

1 .w9 
3.671 

50.000 
4,766 

1s.934 
686.998 

40.883 
13.708 97.066 

280.881 253.724 

I 1.599.900 I 209,446 I (11.107) f 50,000 I - $ 27.205 f [3220J $ - $ [27,157) f 1,845,067 f 294.589 f 2.139.657 
I 383.869 f (209,446) f 11.107 f (M.M)O) f (6.142) f (27.205) f 3220 5 - f 27.157 I 132.560 f 728.975 f 861.536 

48219 
1254 

(1.6921 
(203.041) 

48219 

(2OI.MO 
11.692) 

1,254 
48.219 

1.254 
(203.041) 

(1.692) 
(758) (758) (7582 

f 47.024 $ ~ $ - I - f - I - I - f (203,041) f - I (156.017) f - f ( l S , O l q  1 
R- 
C1, page I 



Line 
- No. 
1 
2 
3 Revenues 
4 
5 Expenses 
6 
7 Operating 
8 Income 
9 
10 Interest 
11 Expense 
12 Other 
13 Income/ 
14 Expense 
15 
16 Netlncome 
17 
! P  
19 
20 
21 
22 
23 Revenues 
24 
25 Expenses 
26 
27 Operating 
28 Income 
29 
30 interest 
31 Expense 
32 Other 
33 income/ 
34 Expense 
35 
36 Netlncome 
37 

Pima UtilityCompany -Water Division 
Test Year Ended December 3 1,201 0 

Adjustments to Revenues and Expenses 

Exhibit 
Schedule C-2 
Page 1 
Wltness: Bourassa 

Adiustments to Revenues and Expenses 
1 2 3 4 5 6 Subtotal - 

Depreciation Property RateCase Revenue Purchased Annual.&rchased 
Expense Taxes Expense Annualization Power - Power 

(6.142) (6,142) 

209,446 (1 1,107) 50,000 27,205 (3,220) 272,324 

(278,466) (209,446) 11,107 (50,000) (6,142) (27,205) 3,220 

(209,446) 11,107 (50,000) (6,142) (27,205) (281,6861 

Adjustments to Revenues and ExDenses 
11 - 12 Subtotal 7 - 8 - 9 - 10 - 

Interest Income 
Svnch. Taxes 

(6,142) 

(27,157) 245,167 

(203,041) 

27.157 (251,309) 

(203,04 1 ) 

(3.220) 

(203,041) 27,157 (457,570) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Acct. 
- No. 
301 
302 
303 
304 
305 
306 
307 
308 
309 
31 0 
31 1 
320 

320.1 
320.2 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
341 
342 
343 
344 
345 
346 
347 
348 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Depreciation ExDense 

Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist. Reservoirs & Standpipe 
Storage tanks 
Pressure Tanks 
Trans. and Dist. Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Misc. Equip. 
Office Furniture and Fixtures 
Computers and Software 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS 

Less: Amortization of Contributions 
Total Depreciation Expense 

Adjusted Test Year Depreciation Expense 

Increase (decrease) in Depreciation Expense 

Adjustment to Revenues andlor Expenses 

SUPPORTING SCHEDULE 
8-2, page 3 

Adjusted 
Original 
- cost 

97,637 
315,125 

606,699 

2,263,801 

58,255 

1,102,197 
73.937 

2,916,048 
4,709.1 48 

923,202 
887,381 

4,239 
28,479 
61,635 

134,506 

124,899 
238.939 

$ 14,546,128 

Exhibit 
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Proposed 
Rates 

0.00% 
0.00% 
0.00% 
3.33% 
2.50% 
2.50% 
3.33% 
6.67% 
2.00% 
5.00% 

12.50% 
3.33% 
3.33% 

20.00% 
2.22% 
2.22% 
5.00% 
2.00% 
3.33% 
8.33% 
2.00% 
6.67% 
6.67% 
6.67% 

20.00% 
20.00% 
4.00% 
5.00% 

10.00% 
5.00% 

10.00% 
10.00% 
10.00% 

$ 718,444 

Depreciation 
Expense 

10,494 

20,203 

282.975 

1 1,651 

24,469 
3,697 

58,321 
156,815 
76,903 
17,748 

283 
5,696 

12,327 

6.725 

6.245 
23,894 

Gross ClAC Amok Rate 
$ 632,418 4.9725% $ (31,447) 

$ 686,998 

477,551 

209,446 

$ 209,446 



Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 2 

Propertv Taxes 

Line 
- No. DESCRIPTION 
1 Company Adjusted Test Year Revenues - 2007 
2 Weight Factor 
3 Subtotal (Line 1 * Line 2) 
4 Company Recommended Revenue 
5 Subtotal (Line 4 + Line 5) 
6 Number of Years 
7 Three Year Average (Line 5 I Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 Line 8) 
iil Plus: 10% of CvViF - 2010 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 
13 Assessment Ratio 
14 Assessment Value (Line 12 * Line 13) 
15 Composite Property Tax Rate - Obtained from ADOR 
16 Test Year Adjusted Property Tax Expense (Line 14 " Line 15) 
17 Tax on Parcels 
18 Total Property Taxes (Line 16 + Line 17) 
19 Test Year Property Taxes 
20 Adjustment to Test Year Property Taxes (Line 18 - Line 19) 
21 
22 Property Tax on Company Recommended Revenue (Line 16 + Line 17) 
23 Company Test Year Adjusted Property Tax Expense (Line 18) 
24 Increase in Property Tax Due to Increase in Revenue Requiremenl 

Test Year 
as adiusted 

$ 1,977,627 
2 

3,955,255 
1,977,627 
5,932,882 

3 
1,977,627 

2 
3,955,255 

112,708 
3,842,547 

20.0% 
768,509 

10.0442% 
$ 77,191 

6,167 
$ 83,358 

Exhibit 
Schedule C-2 
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Company 
Recommended 

$ 1,977,627 
2 

3,955,255 
3,001,192 
6,956.447 

3 
2,318,816 

2 
4,637.632 

112,708 
4,524,924 

20.0% 
904,985 

10.0442% 
$ 90.899 

6,167 

25 
26 Increase in Property Tax Due to Increase in Revenue Requirement (Line 24) 
27 Increase in Revenue Requirement 
28 Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27) 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

$ 94,465 
B (11,107) 

$ 97.066 
$ 83.358 
B 13,708 

$ 13,708 
$ 1,023,565 

1.33923% 



Pima UtilityCompany -Water Division 
Test Year Ended December 31, 2010 

Adjustment to Revenues and Expenses 
Adjustment Number 3 

Rate Case ExDense 

Line 
- No. 

1 
2 
3 Estimated Rate Case Expense 
4 
5 
6 
7 Annual Rate Case Expense 
8 
9 
10 
11 Increase(decrease) Rate Case Expense 
12 
13 Adjustment to Revenue andlor Expense 
14 
15 
16 
17 
18 
19 
20 

Estimated Amortization Period in Years 

Test Year Rate Case Expense 

Exhibit 
Schedule C-2 
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$ 200,000 

4 

$ 50,000 

$ 

$ 50,000 

$ 50,000 



Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 4 

Revenue Annualization 

Line 
- No. 

1 
2 
3 
4 Revenue Annualization 
5 
6 
7 
8 Total Revenue from Annualization 
9 
10 
11 
12 
13 SUPPORTING SCHEDULES 
14 

16 
17 
18 
19 
20 

Adjustment to Revenue andlor Expense 

C-2 pages 5.1 to 5.8 
15 H-I 
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$ (6,142) 

$ (6,142) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company - Water Division 

Test Year Ended December 31.2010 
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Revenue Annualization to Year End Customers: Residential 5/8x314 Inch Meter 

Month Month Month Month Month Month Month 
of of of of Of Of Of 

Jun - Jul - Jan - Feb !&E m - 
9,743 9.743 9,743 9.743 9,743 9.743 9.743 

(5)  !2! (19) (22) (9) 1 7 

$ (50) $ (20) $ (187) $ (232) $ (96) f 11 $ 80 

9,748 9.745 9.762 9.765 9,752 9,742 9.736 

$ 9.92 $ 9.75 $ 9.86 $ 10.57 $ 10.71 $ 11.42 $ 11.48 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Actual Customers 
Incfease in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

151 171 119) (22) 19) 1 7 
$ 13.;; $ 13.;; $ 13:30' $ 14:35' $ 14.56 $ 15.61 $ 15.71 

(27,944) (10,810) (104,901) (138.372) (58.025) 7.213 51.008 
$ (67) f (26) $ (253) $ (316) $ (131) 5 16 5 110 

Month Month Month Month Month Total 
of Of of of of 

act - Nov - Dec u see - 
9 743 9 743 9.743 9.743 9.743 
9.745 9,747 9.744 9.733 9.743 

(2) (4) (1) 10 (46) 

$ (23) $ (46) $ (11) $ 109 $ - 5 (464) 
$ 11 .36$  1 1 . 5 5 s  10 .64s  10.88) 982 

$ 15.53 $ 15.81' $ 14.46 S 14.81 $ 13.24 
$ (23) 5 (46) $ (11) f 109 $ - $ (6281 

(14.310) (29.453) (6.368) 66.289 (265,673) 



I .  
I '  

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company - Water Division 

Test Year Ended December 31.2010 
Revenue Annualization to Year End Customers: Residential 1 Inch Meter 

Year End Number of Customers 
Actual Customers 
Increase in Number 01 CusioiiieielBilIs 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualiiation I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month 
O f  of of 

Mar - Jan - Feb - 
223 223 223 
220 218 220 

3 5 3 

Exhibit 
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Month Month Month Month 
of of of of 

AlX !&!l - Jun - JuI 
223 223 223 223 
219 221 221 222 

4 2 2 1 
$ 3164 $ 2904 $ 3233 $ 3959 $ 4635 $ 5983 $ 5374 
$ 95 5 145 $ 97 $ 158 $ 93 $ 120 $ 54 

3 5 3 4 2 2 1 
$ 4363 $ 4034 $ 4449 $ 5367 $ 6492 $ 8820 $ 7768 
$ 131 $ 202 $ 133 $ 215 $ 130 $ 176 $ 78 

50.456 72,055 52.358 876 442 442 222 

Month Month Month Month Month Total 
Year 

act - Nov - Dec 
- Of of of Of Of 

&!I 2.e - 
223 223 223 223 223 
218 222 223 219 221 

A 7 ? I )  

$ 53.93 $ 52.08 $ 45.04 $ 46.82 $ 37.32 
$ 270 $ 52 $ - $ 187 $ 75 

-- 
$ 1.345 

5 1 4 2 
$ 78.01 $ 74.82 $ 62.66 $ 65.75 $ 50.79 
$ ' 270 $ 52 5 - $ 187 $ 75 $ 1.894 

1,090 222 876 442 179.462 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

- 

Pima Utility Company - Water Division 

Test Year Ended December 31.2010 
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Revenue Annualization to Year End Customers: Commercial 518x314 Inch Meter 

Month Month Month Month Month Month Month 
Of Of of Of Of of of 

Jun - Jul - Jan - Feb - Mar 4! w - 
62 62 62 62 62 62 62 
63 63 63 63 63 67 63 

$ 21.36 $ 21.88 $ 25.61 $ 33.44 $ 32.87 $ 33.50 $ 40.39 
$ (21) $ (22) $ (26) $ (33) $ (33) $ (168) $ (40L 

(I! (1) (1 ) (1 ) (1) (5)  !I) 

Year End Number of Customers 
Actual Customers 
lncezse in Number ef Cus!omersl@i!!s 
Average Revenue I Presenl Rates 
Revenue Annualization I Present Rates 

lnaease in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Addilional Gallons lo  be Produced 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualkalion I Present Rates 

lnaease in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

$ 33.;; $ 34.6; $ 41.iO $ 54.61' $ 53.63 $ 54.72 $ 66.61 
$ (34) $ (35) $ (41) $ (55) $ (54) $ (274) $ (67) 
$ 16,836) (17.314) (20.772) (28,018) (27,494) (140.372) 

Month Month Month Month Month 
of of of of of 

Total 
Year - 

&Q see - Oct - Nov & 
62 62 62 62 62 
62 62 62 62 62 

$ 38.59 $ 40.83 $ 36.34 $ 39.34 5 2995 
(11) 

5 - 5  - 5  - $  - $  - $ (343) 

$ 63.51 $ 67.36 $ 59.61 $ 64.79 $ 48.58 
(558) - - $ - 5  - 5  - $  - a  - 5 

(zUs.zsr) 



Line 
- No. 
1 
2 
s 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company ~ Water Division 

Test Year Ended December31.2010 
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Revenue Annualization to Year End Customers: Commercial 34 Inch Meter 

Year End Number of Customers 
Actual Customers 
increase in Number of Customeru'Biiis 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Aclual Cuslomers 
lnwease in Number of Customers/Bills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

lnuease in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
of Of of of of of of 
- Jan - Feb - Mar &!I w - Jun - Jul 

4 4 4 4 4 4 4 
4 4 4 4 4 4 4 

$ 15.06 $ 14.79 $ 18.17 $ 18.03 $ 79.48 $ 60.66 $ 60.83 
$ - s  - 5  - 5  - 5  - f  - 5  

$ 22.88 $ 22.41 $ 28.24 $ 28.01 $ 134.11 $ 101.62 8 101.90 
$ - s  - 5  - a  - a  - $  - $  

Month Month Month Month Month Total 

act - Nov - Dec 
of Of of Of of Year 

&!!2 s!%! - 
4 4 4 4 4 
6 6 6 A 6 

$ 44.52 $ 45.25 $ 16.28 $ 35.80 $ 37.34 
$ - s  - 5  - 5  - $  - $ 

$ 73.74 5 75.00 $ 24.98 5 58.68 $ 61.34 
$ - $  - $  - $  - 5  - a 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company -Water Division 

Test Year Ended December 31.2010 
Revenue Annualization to Year End Customers: Commercial 1 Inch Meter 
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Year End Number of Customers 
Adual Customers 
inwease in ::unbei of Ciis:omers/Bills 
Average Revenue I Present Rates 
Revenue Annualiation I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Adddional Gallons to be Produced 

Year End Number of Customers 
Adual Customers 
Increase in Number of CustomersIEills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualiiation I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
of of of of of of of 

Mar & m - Jul - Jan - Feb - 
46 46 46 46 46 46 46 
49 45 45 45 45 45 45 
(3: 1 1 1 1 1 

$ (101) a 39 5 40 S 43 5 49 0 67 $ 80 

(3) 1 1 1 1 1 1 

$ 33.65 $ 39.41 $ 39.68 $ 43.46 $ 48.91 $ 66.86 $ 80.01 

$ 46 i 6  $ 53.44 $ 53.78 $ 59.93 $ 6935 $ 1W35 5 123.05 
$ (138) $ 53 $ 5 4 5  60 5 69 $ 100 5 123 

(56.024) 24,011 24.261 27.758 32.808 49,429 61,603 

Month Month Month Monlh Month 
of of of Of of 

OCl - Nov - 0s A 4  - 
46 46 46 46 46 
45 45 45 46 46 , 

Total 
- Year 

6 

$ 65.82 $ 61.65 $ 4505 $ 54.18 $ 45.76 
$ 66 $ 62 f 4 5 5  - s - $ 390 

1 1 1 
$ 9654 $ 91.34 $ 6268 $ 7845 $ 63.91 
$ 66 S 62 $ 4 5 5  - $ - $ 574 

48.460 44.601 29,232 286.1 39 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company ~ Water Division 

Test Year Ended December 31.2010 
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Revenue Annualization lo Year End Customers: Commercial 1 112 Inch Meter 

Month Monlh Month Monlh Month Month Month 
of of Of Of of Of of 

Year End Number of Customers 
Actual Customers 
Increase in Number ." C??s!omerslBi!ls 
Average Revenue I Present Rales 
Revenue Annualization / Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualiition I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomersIBills 
Average Revenue I Present Rates 
Revenue Annualization / Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Mar 4x w - Jun - Jul - Jan - Feb - 
11 11 11 11 11 11 11 
12 11 11 11 11 12 11 
!l\ (1 ) 

$ 46.;i $ 48.54 $ 51.30 $ 69.49 $ 73.54 $ 80.66 $ 80.73 
$ (46) $ - $  - $  - 5  - $  (81) $ 

(1) (1) 

(25.617) (57.575) 

$ 62.09 $ 6512 $ 6861 $ 91.59 $ 97.20 $ 109.50 $ 109.61 
$ (62) $ - $ - $ - $ - $ (109) $ 

Month Monlh Month Month Month 
of of Of of of 

Total 
Year - 

Dee rn s%! - act - Nov - 
11 11 11 11 11 
11 11 11 11 11 

$ 90.67 $ 91.02 $ 167.69 $ 73.42 $ 71.11 
5 - 5  - $  - $  - 5  - $ (1271 

$ 126.78 $ 127.38 $ 259.76 $ 97.00 $ 93.63 
- a  - $  - $  - $ (172) 

(83.192) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company -Water Division 

Test Year Ended December 31,2010 
Revenue Annualization to Year End Customers: Commerical 2 Inch Meter 
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Year End Number of Customers 
Actual Customers 
Increase in Number of CustmerdBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Aclual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Monlh Month 
Of Of of of of Of Of 

Jan - Feb 4?I !eLY - Jun - Jul - 
97 97 97 97 97 97 97 
96 96 96 96 96 100 96 

1 1 1 1 1 (3) 1 
$ 77.88 $ 68.26 $ 73.40 $ 64.82 $ 54.68 $ 51.87 $ 56.70 
$ 78 5 68 $ 73 $ 65 $ 55 $ (156) $ 57 

1 1 1 1 1 (3) 1 
$ 102.34 $ 90.18 $ 96.67 $ 85.83 $ 73.01 $ 69.47 $ 75.57 
$ 102 $ 9 0 s  97 $ 86 $ 73 $ (208) 5 76 

50.371 41.462 46.222 38.274 28.886 (78.862) 30,759 

Monlh Month Month Monlh Month 
Of of Of  Of Of 

act - Nov - Dec &SI %?e - 
97 97 97 97 97 
96 96 97 97 97 

Total 
- Year 

1 1 3 

$ 64.20 $ 76.67 $ 57.39 $ 61.16 $ 71.51 
$ 64 $ 7 7 s  - $ - $ - f 381 

1 1 
$ 85.05 $ 100.80 $ 76.44 $ 81.21 $ 94.29 
5 6 4 s  7 7 $  - $ - $ - 8 501 

37.702 49.248 244.063 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company -Water Division 

Tesl Year Ended December 31.2010 
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Revenue Annualuation to Year End Cuslomen lrngation - Recovered Effluent 

REVENUES RECORDED ON WATER BOOKS WHICH BELONG ON SEWER BOOKS 

Year End Number of Customers 
Actual Customers 
Increase in Number of Cuslomers/Eills 
Average Revenue i Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

lnaease in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons lo be Produced 

Month MonW Monlh Month MonW Month Monlh 
of of of Of of of of 
- Jan - Feb - Mar m &?Y A!n Ad 

1 1 1 1 1 1 1 
(1) (1 ) (1) (1) (1 ) (1) (1) 

$ 46303 $ 386 35 5 321 16 $ 35579 j 559.87 $ 1,090 12 $ 1.48468 
$ (463) $ (386) $ (321) $ (356) $ (560) $ (1,090) $ (1,4851 

Month Month Month Month Month 
of of of of of 

Nov - Dec &&I srte - act - 

1 1 1 1 1 
(1) (1 1 (1) (1) (1) 

$ 491 54 $ 92016 $ 40554 $ 427.28 $ 41839 
(427) $ (418) $ (492) $ (920) $ (406) $ 

Total 
Year 

(12) 

$ (7,3241 

$ 491 54 $ 92016 $ 40554 $ 42728 $ 41839 
$ (492) $ (920) $ (406) $ (427) $ (418) $ (7.324k 

(1,465,400) (2,656,000) (1,226,500) (1.286.900)s (1.2Q.200) (21,544,2001 



Pima UtilityCompany -Water Division 
Test Year Ended December 31.2010 

Adjustment to Revenues and Expenses 
Adjustment Number 5 

Purchased Power Adiustments 

Line 
- No. 
I 
2 
3 
4 
5 
6 Total 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 REFERENCE 
17 Testimony 
18 
19 
20 

Rebate from Ocotillo Water Conservation District 
Remove power costs for recharge wells 

Adjustment to purchased power expense 

Adjustment to Revenue and/or Expense 
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$ 30,416 
(3,211) 

$ 27,205 

$ 27,205 

$ 27,205 



Pima UtiiityCompany -Water Division 
Test Year Ended December 31, 2010 

Adjustment to Revenues and Expenses 
Adjustment Number 6 

Annualize Purchased Power 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 Gallons sold during test year (in ,1000s) 
9 
10 Cost per 1,000 gallons = line3 I line 5 
11 
12 Additional gallons from annualization (in 1,000's) 
? 3  
14 Additional purchased power expense 
15 
16 
17 Adjustment to Revenue andlor Expense 
18 
19 REFERENCE 
20 Line 3: C-I line 11 
21 
22 
23 

Test Year purchased power expense 
Purchased Power Adjustments (Adjustment 5) 

Adjusted Test Year purchased power expense 

Line 5: H-I annualized gallons 
H-2, page 3: total gallons sold 
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$ 228,469 
27,205 

$ 255,674 

1,756,437 

$ 0.15 

(21,469) 

$ (3,220) 

$ (3,220) 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,201 0 

Adjustment to Revenues and Expenses 
Adjustment Number 7 

Interest Svnchronization 

Fair Value Rate Base 
Weighted Cost of Debt 
Interest Expense 

Test Year Interest Expense 

Increase (decrease) in Interest Expense 

Adjustment to Revenue and/or Expense 
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$ 9,097,529 
2.23% 

$ 203,041 

203,04 1 

$ (203,041) 

Weiqhted Cost of Debt Comoutation 
Weighted 

- cost - Cost Amount Percent 
Debt $ 8,370,000 31.08% 7.1 8% 2.23% 
Equity $ 18,563,072 68.92% 
Total $ 26,933.072 100.00% 

10.50% 7.24% 
9.47% 
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Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and/or Expenses 
Adjustment Number 8 

Line 
- No. 

1 income Tax ComDutation 
2 
3 
4 
5 
6 Revenue 

Operating Expenses Excluding Income Taxes 
Synchronized Interest 

Test Year 
Adjusted 
Results 

$ 1,977,627 
1,872,224 

203,041 

Adjusted 
with Rate 
Increase 

$ 3,001,192 
1,885,932 

203,041 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

Income Before Taxes $ (97,638) $ 912,219 

Arizona Income Before Taxes $ (97,638) $ 912,219 

Less: Effective Arizona income Tax 
Rate = 4.4468% ‘ 
Arizona Taxable Income 

$ (4,342) $ 40,565 

$ (93,296) $ 871,654 

Arizona Income Taxes $ 40,565 

Federal income Before Taxes $ (97,638) $ 912,219 

Less Arizona Income Taxes $ (4,342) $ 40,565 

Federal Taxable Income $ (93,296) $ 871,654 

FEDERAL INCOME TAXES: 
Effective Federal Tax Rate = 24.4546% ’ $ (22,815) $ 213,160 

Federal Income Taxes $ (22,815) $ 213,160 

Total Income Tax $ (27,157) $ 253,724 

Overall Tax Rate 27.81 % 27.81 % 

Income Tax 
Test Year Income tax Expense 
Adjustment to Income Tax Expense 

$ (27,157) $ 253,724 
(27,157) 

$ 280,881 $ (27,157) 

’ See work papersltestimony 



Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Computation of Gross Revenue Conversion Factor 
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Line 
- No. DescriDtion 

1 
2 
3 Property Taxes 
4 
5 
6 Total Tax Percentage 
7 
8 
9 
10 
11 
12 
13 1 = Gross Revenue Conversion Factor 
14 Operating Income % 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 SUPPORTING SCHEDULES: 
26 C-3,page2 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Combined Federal and State Effective Income Tax Rate 

Operating Income % = 100% - Tax Percentage 

i a  

7Q 
L" 

Percentage 
of 

Incremental 
Gross 

Revenues 
27.814% 

0.967% 

28.781% 

7 .219% 

1.4041 

RECAP SCHEDULES: 
A- 1 



Pima UtilityComprny ~ Water Division 
TetYearEndedDecember31.2010 

s 
I 
$ (22.815) 
s (27,157) 
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S (22.815) S 
S (27,157) S 

GROSS REMNUE CONVERSION FACTOR 

Line - No. De sui D t i o n 

Cakulabn of Gmss Revenue Convem.on Factor 
1 Revenue 
2 UnmWMe Fador (Line 11) 
3 Revenues (Ll - U )  
4 
5 Subtotal (W - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (tine 23) 

Revenue Convefsion Factor (L1 I LS) 

Calculation of Unmlledible Factor 

Combined Federal and State Tax Rate (Line 17) 
One Minus Combined Income Tax Rate (L7 - L8 ) 

Uncolledible Fador (L9 * L10 ) 

Cabdation of Fffective Tax Rate: 
12 Operating Income Before Taxes (&zona Taxable Income) 
13 Arirona State Income Tax Rate 
14 Federal Taxable Income (L12 - L13) 
15 Applicable Federal Income Tax Rate (tine 44) 
16 Effedive Federal Income Tax Rate (Lt4 x L15) 
17 Combined Federal and State Income Tax Rate (L13 +L16) 

Calculation of Effective Pmwrtv Tax Factor 
18 Unily 
19 Ccmbinrd Federal and State !nC”me Tax &!e (L17) 
20 One Minus Combined lnmme Tax Rate (LtEL19) 
21 Property Tax Fador 
22 Effective Properly Tax Fador (UO‘UI) 
23 Combined Federal and State lnmme Tax and Property Tax Rate (L17+U2) 

7 Unily 
8 
9 
10 Uncolledible Rate 
11 

24 Required Operating lnmme 
25 AdjurtedTesl Year Operating Income (Loss) 
26 Required Increase in Operating Income (U4.  US) 

27 Income Taxes on Remmmended Revenue (Col. (F). L52) 
28 Income Taxes on Test Year Revenue (Col. (C). L52) 
29 Required Increase in Revenue to Pmvide for Income Taxes (U7 - U8) 

30 Recommended Revenue Requirament 
31 Unmltedible Rate (Line 10) 
32 Unmlledibh Expense on Recommended Revenue (U4 * U5) 
33 Adjusted Test Year Uncolkdible Expense 
34 Required Increase in Revenue to Pmvide for Uncollectible Exp. 

35 Properly Tax with Recommended Revenue 
36 Properly Tax on Test Year Revenue 
37 lnutare in Property Tax Due to Increase in Revenue (WSL36) 

38 Total Required Increase in Revenue (U6 + I29 + 137) 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

Calculation of lnmme Tax: 
Revenue 
Operating Expenses Exduding lnmme Taxes 
Synchronized Interest (L47) 
Arirona Taxabk Income (L30 - L31 - L32) 
Arizona State Effective lnmme Tax Rate (see work papers) 
Arizona Income Tax (W3 x L34) 
Federal Taxable Income (L33 - L35) 
Effective Tax Rate (see work papers) 
Federal I n m e  Tax 

Total Federal Income Tax 
Combined Federal and State Income Tax (L35 + L42) 

100.oMx)% 
O.ooM)% 

lM).MMo% 
28.7807% 
7,1,0,.1 

1.404114 

100.oooo% 
27.8140% 
72.1860% 
0.0000% 

O.oooO% 

lOO.Oooo% 
4.4468% 

95.5532% 
24.4546% 
23.3672% 

27.8140% 

100 oooO% 
27 8140% 
72 1860% 

1.3392% 
0.9667% 

28.7807% - 

s 861.536 
$ 132.560 

S 728.976 

s 253.724 
s (27.157) 

$ 280.881 

S 3.001.192 
0 WOO% 

s 

5 97.066 
s 83.358 

s 13.708 

5 1.023.565 

(A) (0) (C! 
Test Year 

Total I 
Pima UtiiityCarnpany -Water Division 

f 1.977.627 I S 1.977.627 1 

24 4546% 24 4546% 

53 COMBINED Applicable Federal Income Tax Rate (Col. ID]. L51 - Col. [A]. L5lj / (Col. (D]. L45 - Col. [A]. L451 
54 WATER npplicable Federal Income Tax Rate [Col. [E]. L51 - Gal (81. L5tl I [Gal. [4. L45 -%I. [a]. L45) 
55 

Calculation of Interest Svmhroniration: 
58 Rate Base 
57 Weighted Average Cast of Debt 
58 Synchronized Inlerest (L45 X L46) 

I I NIA I 
15 9.097.529 I S - I  . .  

2 2318x1 o 0000% 
f 203,041 I f  

[El 19 

iD) 1 9  I 4  
Company Recommended 

Total I I 
Pima UtiliiyCompany ~ wate’r Division 

5 3.W1.192 I f 3,001,192 I 

4.4468% 

244546% 244546% 
213,160 S 213.160 

24 4546% 
24 4546% 



Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Comparative Balance Sheets 

Exhibit 
Schedule E-I 
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Line 
r?eL. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 

ASSETS 
Plant In Service 

Non-Utility Plant 
Construction Work in Progress 
Less: Accumulated Depreciation 
Net Plant 

Debt Reserve Fund 

CURRENT ASSETS 
Cash and Equivalents 
Restricted Cash 
Accounts Receivable, Net 
Notes Receivable 
Materials and Supplies 
Prepayments 
Other Current Assets 
Total Current Assets 

Deferred Debits 

Other Investments & Special Funds 

TOTAL ASSETS 

Test 
Year Year Year 

Ended Ended Ended 
12/31 1201 0 12/31/2009 12/31/2008 

$ 17,904,574 $ 17,427,962 $ 16,921.138 

(5,945,021) (5,474,337) (5,010,396) 
$ 11,959,553 $ 11,953,625 $ 11,910,743 

$ 168,136 $ 92,659 $ 144,203 

160,374 161,364 151,902 
718,789 566,157 3,340,130 

1,596 7,308 
317 26 1 

$ 1,047,299 $ 822,093 $ 3,643,804 

$ - $  - $  

$ $ - $  

$ 13,006,853 $ 12,775,719 $ 15,554,546 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Common Equity $ 12,160,028 $ 12,029,135 $ 14,769,314 

Long-Term Debt $ - $  - $  

CURRENT LIABILITIES 
Accounts Payable 
Current Portion of Long-Term Debt 
Payables to Associated Companies 
Security Deposits 
Customer Meter Deposits, Current 
Accrued Taxes 
Accrued Interest 
Other Current Liabilities 
Total Current Liabilities 
DEFERRED CREDITS 

Customer Meter Deposits, less current 
Advances in Aid of Construction 
Accumulated Deferred Income Taxes 
Contributions In Aid of Construction 
Accumulated Amortization 
Total Deferred Credits 

$ 219,702 

85,326 

74.971 
$ 379,999 

$ 
374,236 

632,418 

$ 102.857 

83,287 

64,240 
$ 250,384 

$ 
384,637 

632,418 

$ 64.893 

82,930 

83,288 
$ 231.111 

$ 
423,588 

632,418 
(539,828) (520,856) (501,884) 

$ 466,825 $ 496,199 $ 554,122 

Total Liabilities B Common Equity $ 13,006.853 $ 12,775,719 $ 15,554,546 

SUPPORTING SCHEDULES: RECAP SCHEDULES: 
WorkpaperslTrial Balance Mapping Water and Sewer tjb.xls A-3 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
2s 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

- 

Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Comparative Income Statements 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Total Revenues 
Operating Expenses 

Salaries and Wages 
Salaries and Wages - Officers and Directors 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services -Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services - Water Testing 
Rents - Equipment 
Trzinsportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance -Worker's Comp 
Regulatory Commission Expense 
Regulatory Commission Expense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other Income 
Interest Expense 
Other Expense 
Gain (loss) on Disposal of Equip 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 

Exhibit 
Schedule E-2 
Page 1 
Witness: Bourassa 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31 1201 0 12/31/2009 12/31/2008 

$ 1,976,508 $ 2,046,872 $ 2,039,761 

7,261 7,579 6,651 
$ 1,983.769 $ 2,054,451 $ 2,046,412 

$ 220,827 
$ 90,294 
$ 64,900 

228,469 
16,721 

100.885 
67,321 
5,283 
3,067 

14,175 
54,797 
18,737 
3,203 

44,637 
17.464 
10,840 
1,009 
3,671 

4,766 
15,934 

477,551 
40,883 
94.465 

$ 180,704 
$ 90,294 
$ 55,409 

250.685 
14,901 
38,438 
75,072 

3,709 
5,668 

54.527 
19,801 

450 
33.092 
16,321 
24.596 

529 
3,697 

4,871 
8,142 

462,927 
33,383 
98,043 

$ 153,213 
$ 90,571 
$ 60,229 

267,998 
16,596 
59,133 
70,869 

2,940 
18,098 
73,203 
36,463 

1,110 
45,812 
11,231 
13,780 

560 
(398) 

4.139 
429 

431,892 
12,588 
94,818 

$ 1,599,900 $ 1,475,260 $ 1,465.275 
$ 383,869 $ 579,191 $ 581,137 

48,219 120,498 142,656 
1,254 1,401 1,542 

(1,692) (1,269) 
(758) 

$ 47,024 $ 120,631 $ 144,198 
$ 430,893 $ 699,821 $ 725,335 

RECAP SCHEDULES: 
WorkpaperslTrial Balance Mapping Water and Sewer tjb.xls A-2 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Comparative Statements of Cash Flows 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Other - Adjustments 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Deferred Charges 
Notes Receivable 
Accounts Payable 
Intercompany payable 
Customer Meter Deposits 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Plant Held for Future Use 
Changes in debt reserve fund 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Change in Restricted Cash 
Proceeds from Long-Term Debt 
Net receipt of contributions in aid of construction 
Net receipts of advances in aid of construction 
Repayments of Long-Term Debt 
Distrlbl?ti@ns/niviclends Paid 
Deferred Financing Costs 
Paid in Capital 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

SUPPORTING SCHEDULES: 
Workpaperslcashflow water.xls 
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Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2010 12/31/2009 12/31/2008 

$ 430,893 $ 699.821 $ 725,335 

477,551 462,927 431,892 
(25.839) (17,958) (22,164) 

990 

1,596 

( 1 52,632) 
116,845 

2,039 
11,046 

(9,609) 

5,712 

2,773,973 
37,964 

357 
(18,959) 

(6,509) 

(247.71 1) 
(43.443) 

452 
4,401 

$ 862,489 $ 3,934,229 $ 835.016 

(476,612) (506,824) (558.065) 

$ (476,612) $ (506,824) $ (558,065) 

(10,401) (38,951) 

(299,999) (3,439,998) (250,009) 

$ (310,400) $ (3,478,949) $ (250,009) 
75.477 (51 544) 26.942 
92,659 i441203 117,261 

$ 168,136 $ 92,659 $ 144,203 

RECAP SCHEDULES: 
A- 5 



Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Statement of Changes in Stockholdets Equity 

Line 
- No. 
1 
2 
3 
4 Balance, December 31,2007 
5 
6 DistributionslDividends 
7 Rounding 
8 Netlncome 
9 
10 Balance, December 31,2008 
11 Addnl Paid In Capital 
12 DistributionslDividends 
13 Rounding 
14 Netlncome 
15 
16 Balance, December 31,2009 
17 Addnl Paid In Capital 
18 DistributionslDividends 
19 Rounding 
20 Net Income 
21 
22 Balance, December 31,2010 
23 
24 
25 
26 
27 
28 
29 SUPPORTING SCHEDULES: 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Addnl Paid In Capital Adjustment 
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Common Additional Retained 
Paid-In-Capital Earninqs Total 

$ 107,416 $ 7,467,861 $ 6,718,708 $ 14,293,986 

(250,009) (250,009) 
3 3 

725,335 725,335 

$ 107,416 $ 7,467,861 $ 7,194,037 $ 14,769,314 

(3,439,998) (3,439,998) 

699,821 699,821 

$ 107,416 $ 7,467,861 $ 4,453,858 $ 12,029,135 

(299,999) (299,999) 

430,893 430,893 

(2) (2) 

(1 1 (1) 

$ 107,416 $ 7,467,861 $ 4,584,751 $ 12,160,028 

RECAP SCHEDULES: 
E- 1 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
25 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Acct. 
- No. 

30 1 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
320 
320 

320.1 
320.2 
330 

330.1 
330.2 
333 
334 
335 
336 
339 
340 
341 
342 
343 
344 
345 
346 
347 
348 

Pima UtilityCornpany -Water Division 
Test Year Ended December 31,2010 

Detail of Plant in Service 

Plant DescriDtion 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist. Reservoirs & Standpipe 
Storage tanks 
Pressure Tanks 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Miscellaneous Equipment 
Office Furniture and Fixtures 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Plant Held for Future Use 
Rounding 

TOTAL WATER PLANT 

SUPPORTING SCHEDULES 
Workpapersnrial Balance Mapping Water and Sewer tjb.xls 
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Plant 
Additions, 

Plant Reclass- 
Balance ications or 

at or 
12/31/2009 Retirements 

$ 

97,637 
2,284,496 7,500 

1,692,115 

730,779 

2,678,929 

3,056,451 
4,321,228 

974,840 
891,614 

651,634 

97.217 

99,163 

28,643 

177,591 
36,478 

5,481 

35,000 24,539 
13.239 

Plant 
Balance 

at 
12/31 1201 0 

97,637 
2,291,996 

1,789,332 

829,942 

2,707,572 

3,056,451 
4,498,820 
1,011,318 

891,614 

657,115 

59,539 
13,239 

$ 17,427,962 $ 476,612 $ 17,904,574 

RECAP SCHEDULES: 
A 4  
E-I 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,201 0 

Operating Statistics 
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Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2010 12/31/2009 12/31/2008 

WATER STATISTICS: 

Total Gallons Sold (in Thousands) 

Water Revenues from Customers: 

Year End Number of Customers 

Annual Gallons (in Thousands) 
Sold Per Year End Customer 

Annual Revenue per Year End Customer 

Pumping Cost Per 1,000 Gallons 
Purchased Water Cost per 1,000 Gallons 

1,756,437 2,251,050 2,241,014 

$ 1,976,508 $ 2,046,872 $ 2,039,761 

10,188 10,193 10,187 

172 221 220 

194.00 $ 200.81 $ 200.23 $ 

$ 0.1301 $ 0.1114 $ 0.1196 
$ - $  - $  



Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Taxes Charged to Operations 
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Line 
- No. 

1 DescriRtion 
2 
3 State Income Taxes 
4 Federal Income Taxes 
5 Payroll Taxes 
6 Property Taxes 
7 
8 Totals 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

28 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2010 12/31/2009 12/31/2008 

$ - $  - $  

1,818 1,568 1,835 
94,465 98,043 94,818 

$ 96,283 $ 99,612 $ 96,654 



! 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

a 

Ta 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Notes To Financial Statements 

See attached audited financial statements. 
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PIMA UTILITY COMPANY 

FINANCIAL STATEMENTS 
DECEMBER 3 1,20 10 AND 2009 

TOGETHER WITH INDEPENDENT AUDITORS’ REPORT 



B A ' R R Y  a M  O O R E ,  P . C .  

C E R T I F I E D  P U B L I C  A C C O U N T A N T S  

INDEPENDENT AUDITORS' REPORT 

To the Board of Directors of 
Pima Utility Company 

We have audited the accompanying balance sheets of Pima Utility Company as of December 3 1,2010 
and 2009, and the related statements of income, capitalization and cash flows for the years then ended. These 
financial statements are the responsibility of the management of Pima Utility Company. Our responsibility is to 
express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audits to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Pima Utility Company as of December 3 1,20 10 and 2009, and the results of its operations 
and its cash flows for the years then ended in conformity with accounting principles generally accepted in the 
United States of America. 

April 22,201 1 

2198 East Camelback, Suite 370 Phoenix, Arizona 85016 (602) 277-5463 FAX (602) 248-9074 



PIMA UTILITY COMPANY 

BALANCE SHEETS 
DECEMBER 3 1,20 10 AND 2009 

In thousands 

2010 

ASSETS 

PLANT IN SERVICE AND UNDER CONSTRUCTION, NET 

CURRENT ASSETS: 
Cash 
Service customers receivable 
Receivable from affiliate 
Other assets 

Total current assets 

RESTRICTED FUNDS 

DEFERRED CHARGES 

3 21,540 

169 
479 
872 

0 

1,520 

2,425 

1,796 - 
LIABILITIES AND CAPITALIZATION 

CURRENT LIABILITIES: 
Accounts payable 
Accrued liabilities 
Current portion of bonds payable 

Total current liabilities 

BONDS PAYABLE, NET OF CURRENT PORTION 

ADVANCES IN AID OF CONSTRUCTION 

CONTRIBUTIONS IN AID OF CONSTRUCTION 

Total liabilities 

CAPITALIZATION: 
Common stock; $1 par value; 10,000,000 shares 

Additional paid-in capital 
Retained earnings 

authorized; 180,041 shares issued and outstanding 

Total capitalization 

$ 335 
455 
505 

i ,295 

5,620 

660 

274 

7,849 

I80 
10,80 1 
8.45 1 

19.432 - 

2009 

$ 21,999 

92 
43 1 

1,835 
2 

2,360 

957 

1.855 

m 

$ 247 
454 
470 

1,171 

6,125 

683 

335 

8,314 

180 
10,801 
7,876 

18.857 

m 
See accompanying notes and auditors’ report. 



PIMA UTILITY COMPANY 

REVENUE: 
Water 
Wastewater 
Irrigation 
Excess capacity 
Establishment fees 
Other income 

Total revenue 

STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 3 1 , 20 10 AND 2009 

In thousands 

2010 2009 

OPERATING EXPENSES: 
Salaries and employee benefits 
Electricity 
Repairs and maintenance 
Chemicals 
Testing, fees and permits 
Insurance 
Property taxes 
Professional services 
Administrative services 
Other expense 

Total operating expenses 

Income before depreciation, amortization and interest 

NON-OPERATING EXPENSES: 
Depreciation 
Amortization 
Interest expense, net 

NET INCOME 

$ 1,658 $ 1,711 
2,956 2,959 

41 1 486 
1 2 
1 2 

48 9 

5,075 5,169 

93 1 
334 
514 
101 
85 
52 

259 
59 

105 
141 

2,581 

827 
387 
417 
118 
76 
82 

257 
31 

105 
152 

2.452 

2,494 2,717 

1,148 1,188 
32 32 

439 399 

See accompanying notes and auditors’ report 



PIMA UTILITY COMPANY 

i STATEMENTS OF CAPITALIZATION 
FOR THE YEARS ENDED DECEMBER 3 1,2010 AND 2009 

i n  thousands 

ADDITIONAL 
COMMON PAID-IN RETAINED TOTAL 

STOCK CAPITAL EARNINGS CAPITALIZATION 

BALANCES, December 3 I ,  2008 $ 180 $ 10,801 $ 10,218 $ 21,199 

NET INCOME 0 0 1,098 1,098 

DISTFUB UTIONS 0 0 (3.440) (3,440) 

BALANCES, December 3 1,2009 $ 180 $ 10,801 $ 7,876 !$ 18,857 

NET INCOME 0 0 875 875 

DISTRIBUTIONS 0 0 (300) (300) 

BALANCES, December 3 1,20 10 $ 18Q - m 

See accompanying notes and auditors report. 



PIMA UTILITY COMPANY 

STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 31,2010 AND 2009 

In thousands 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income 
Adjustments to reconcile net income to 

net cash flows from operating 
activities- 

Amortization of bond issue costs 
Depreciation and amortization 
Loss on sale of assets 
(Increase) decrease in- 

Service customers receivable 
Other assets 

Increase (decrease) in- 
Accounts payable 
Accrued liabilities 

Total adjustments 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
(Increase) decrease in restricted funds 
Decrease in receivable from affiliate 
Plant additions 

Net cash flows from investing activities 

CASH FLOWS FROrvi FiXANCMG ACTI’vVIES: 
Repayment of bonds payable 
Advances in aid of construction 
Distributions 

Net cash flows from financing activities 

INCREASE (DECREASE) IN CASH 

CASH, beginning of year 

CASH, end of year 

2010 

$ 875 

26 
1,181 

1 

88 
1 

1.25 1 

. 2.126 

(1,468) 
963 

(75 1) 

(1,256) 

(793) 

77 

92 

2009 

$ 1.098 

26 
1,220 

0 

(1 1) 
5 

91 
(341 

1,297 

2,395 

255 
2,013 
(751) 

1,517 

(440) 
(84) 

(3.440) 

(3,964) 

(52) 

144 

$ 92 

See accompanying notes and auditors ’ report. 



PIMA UTILITY COMPANY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 3 I ,  20 IO AND 2009 

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Business Activity- 

Pima Utility Company (Company), an Arizona corporation organized in 1972, provides water 
and wastewater services to substantially all of the homes in the Sun Lakes retirement community. 

The rates for water and wastewater services are authorized by the Arizona Corporation 
Commission. 

Reconnition of Revenue and Exuenses- 

Revenue and expenses are recognized on the accrual method. Under this method, revenue is 
reccv.:ized when ezmed rather than when collected, and expenses are recognized when incurred rather 
than when paid. 

Income Taxes- 

As permitted by the Income Tuxes topic of the Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC), the Company evaluates all tax positions as 
required by the Contingencies topic of the FASB ASC, which requires a more likely-than not 
threshold for financial statement recognition and measurement of tax positions taken or expected to 
be taken in the Company’s tax return. Management believes the tax positions taken on the Company’s 
tax returns are fairly stated. With few exceptions, the Company is no longer subject to U.S. federal, 
state and local income tax examinations by tax authorities for years before 2006. 

The Company and its stockholders have elected to be taxed as an S corporation. In lieu of 
corporate income taxes, the stockholders are personally taxed on the Company’s taxable income. 
Therefore, no provision or liability for income taxes has been included in these financial statements. 

Plant in Service- 

Plant is service is stated at original cost. All water assets are depreciated on the straight-line 
Wastewater assets are depreciated on the straight-line method over the method at 3% annually. 

following usehl lives- 

Collection system, manholes and cleanouts 
and service laterals 50 years 

Lift stations I O  - 28 years 
Treatment and disposal systems 20 years 
Structures and improvements 4 - 20 years 
Equipment 5 - I O  years 
Effluent lines 10-5Oyears 

Repairs and maintenance to plant in service are generally expensed as incurred. Expenditures 
determined to represent additions and improvements are capitalized. 
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(1) u: 
Deferred Charges- 

Deferred charges represent costs amortizable pursuant to rulings by the Arizona Corporation 
Commission over the following lives- 

Bond issue costs 23.5 years 
Allowance for funds used during construction 22 years 
Deferred operating costs for 1996 and 1997 5 years 
Deferred operating costs for 1998 and 1999 Pending 
Rate hearing costs Pending 

Estimates- 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimatss and assumptions. 
These affect the reported amounts of assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
these estimates. 

Lonn-Lived Assets- 

The Company periodically evaluates the carrying value of the long-lived assets in accordance 
with the FASB ASC. Under the FASB ASC, long-lived assets and certain identifiable intangible assets 
to be held and used in operations are reviewed for impairment whenever events or circumstances 
indicate that the carrying amount of an asset may not be fully recoverable. The Company does not 
believe impairment exists at December 31,2010. 

Supplemental Cash Flow Information- 

Interest paid totaled $478,000 and $510,000 in 2010 and 2009, respectively. 



I 

(2) PLANT IN SERVICE AND UNDER CONSTRUCTION, NET: 

Plant in service and under construction, net consists of the following- 

In thousands 

Construction work-in progress 

Land 

Wastewater: 
Collection system 
Manholes and cleanouts 
Lift stations 
Treatmmt and disposal systems 
Service laterals 
Structures and improvements 
Equipment 
Effluent I ines 

Water: 
Mains 
Services 
Hydrants 
Tanks 
Water supply 
Meters 
Pumps 
Equipment 
Structures and improvements 

Total plant in service and under construction 
Less accumulated depreciation 

2010 

$ 20 

189 

4,20 1 
1,792 
1,589 

10,656 
629 

9 
341 
538 

19.755 

3,057 
4,499 

892 
2,708 
1,789 
1,OI 1 

83 0 

2,292 

17.808 

37,772 
16,232 

$ 2L.540 

-I? n 
i3u 

2009 

$ 0 

189 

4,201 
1,718 
1,527 

10,583 
629 

5 
327 
536 

19.526 

3,057 
4,321 

892 
2,679 
1,692 

975 
73 1 
700 

2.285 

17.332 

37,047 
15,048 - 
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(3) RESTRICTED FUNDS: 

Restricted knds consist of investments held by a trustee to comply with the requirements of the 
Trust Indenture related to the Industrial Development Authority Bonds. 

The restricted hnds are invested in money markets and are recorded at cost in the following 
trustee accounts- 

In thousands 

2010 2009 

Reserve fimd 
Bond fund 

$ 953 $ 952 
1.472 5 

$ 2.425 $ 957 

(4) DEFERRED CHARGES: 

Deferred charges consist of the following- 

In thousands 

2010 2009 

Bond issue costs, net of amortization $ 22 1 $ 247 
3 93 

Deferred operating costs for 1998 and 1999 1,049 1,049 
Rate hearing costs 165 165 

Allowance for funds used during construction, net of amortization 
Deferred operating costs for 1996 and 1997 1 1 

360 

u u 
Pursuant to an order from the Arizona Corporation Commission, from 1996 to 1999, the 

Company was authorized to defer 30% of the incremental operating costs of the new wastewater 
treatment facilities. 

(5) ACCRUED LIABILITIES: 

Accrued liabilities consist of the following- 

In thousands 

2010 2009 

Payroll and taxes 
Sales tax 
Property taxes 
Regulatory taxes 
Interest 

$ 67 $ 54 
27 23 

129 128 
10 10 

222 239 
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(6) BONDS PAYABLE: 

In December, 1995, the Company received $10,300,000 from the sale of Industrial 
Development Authority Bonds of Maricopa County, which financed the construction of the wastewater 
treatment facility. 

The bonds bear interest at 7.25% and require annual debt service of approximately $951,000 
through July, 201 9. 

Annual principal payments are as follows- 

Year Ending 
December 3 1 

201 1 
2012 
2013 
2014 
2015 
Thereafter 

In thousands 

$ 505 
545 
580 
625 
670 

3,200 

!$ 6.125 

(7) ADVANCES AND CONTRIBUTIONS IN AID OF CONSTRUCTION: 

The advances in aid of construction contracts provide that a percentage of gross revenues from 
each applicable unit over a specified period will be paid to reimburse the customer for the cost of the 
water system. 

Any unrehnded portion upon the contract expiration is transferred to contributions in aid of 
construction. 

(8) INTEREST EXPENSE, NET: 

Interest expense, net consists of the following- 

In thousands 

2010 2009 

Interest income 
Interest expense 
Amortization of bond issue costs 

$ 48 $ 121 
(461) (494) 
(26) (26) 
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(9) FAIR VALUE OF FINANCIAL INSTRUMENTS: 

In accordance with the Fair Value Measurements and Disclosures topic of the FASB ASC, the 
carrying amount reported in the balance sheet for current assets, restricted hnds and current liabilities 
approximate fair values due to the short maturity of these instruments. 

At December 31,2010, the fair value of long-term debt was equal to the carrying amount. 

( 10) TRANSACTIONS WITH RELATED PARTIES: 

On an ongoing basis, Pima Utility Company engages in certain business activities with affiliates 
which arise through the normal course of business. 

The Company has an agreement with an affiliated developer where the developer pays a 
monthly fee to reserve capacity of the new wastewater treatment plant for its undeveloped lots. The 
Company earned $1,000 and $2,000 during 2010 and 2009, respectively, pursuant to this agreement. 

The Company provides water services to affiliates for construction activity and golf courses. 
Revenue earned from these affiliates during 2010 and 2009 was $59,000 and $21 1,000, respectively. 

The Company paid $105,000 in 2010 and 2009, respectively, to an affiliate for administrative 
and accounting services. 

The Company also advances excess hnds to an affiliate. The advances are payable on demand 
and provide for monthly interest at the affiliates borrowing rate. The Company earned $48,000 and 
$120,000 of interest on the advances during 2010 and 2009, respectively. At December 31, 2010 and 
2009, the outstanding receivable from affiliate was $872,000 and $1,835,000, respectively. 

(1 1) RETIREMENT PLAN AND TRUST: 

The Company and affiliated entities have a multi-employer trust profit sharing plan under 
Section 401 and 40l(K) of the Internal Revenue Code. The Plan and Trust provides for retirement, 
disability and accidental benefits for eligible employees. The Company matches employee contributions 
at a rate of 25%. The Plan and Trust also provides for additional contributions by the employer, at 
management's discretion. As of December 31,2010, the Company had no liability to the Plan and Trust 
for matching or additional contributions. The Company contributed approximately $9,000 in 2010 and 
2009, respectively to the Plan. 

(1 2) CONCENTRATIONS OF CREDIT RISK: 

The Risk and Uncertainties topic of the FASB ASC requires certain disclosures relating to 
concentrations and the general risk associated with those concentrations. 

Substantially all customers reside within the Sun Lakes community. 

(13) SUBSEQUENT EVENTS: 

Management has evaluated all subsequent events through the date the financial statements were 
available to be issued on April 22, 201 1. No subsequent events occurred during this period which 
require adjustment to or disclosure in the financial statements. 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Pima UtilityCompany - Water Division 
Test Year Ended December 31,2010 

Projected Income Statements - Present & Proposed Rates 
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Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Salaries and Wages - Officers and Directors 
Employee Pensions and Benefits 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services - Water Testing 
Rents - Equipment 
Transportation Expenses 
Insurance - Vehicle 
Insurance - General Liability 
Insurance -Worker's Comp 
Regulatory Commission Expense 
Regulatory Commission Expense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 

I anta 3:her Than 1i;come 
Property Taxes 
Income Tax 

-I--.,-,. 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Test Year 
Actual 
Results 

$ 1,976,508 

7.261 
$ 1,983,769 

$ 220,827 
90,294 
64,900 

228,469 
'16,721 

100,885 
67,321 
5,283 
3,067 

14,175 
54.797 
18,737 
3,203 

44,637 
17,464 
10,840 
1,009 
3,671 

4,766 
15,934 

477,551 
A n  QOQ 

94,465 
-IV,VVd 

At Present At Proposed 
Rates Rates 
Year Year 

Ended Ended 
12/31/2011 12/31/2011 

$ 1,970,366 $ 2,993,931 

7,261 7,261 
$ 1,977,627 $ 3,001,192 

$ 220,827 $ 
90,294 
64,900 

252,453 
16,721 

100,885 
67,321 

5,283 
3,067 

14,175 
54,797 
18,737 
3,203 

44,637 
17,464 
10,840 
1,009 
3,671 

50,000 
4,766 

15,934 
686,998 
40,883 
83,358 

(27,157) 

220,827 
90,294 
64,900 

252.453 
i6,721 

100,885 
67,321 

5,283 
3,067 

14,175 
54,797 
18,737 
3,203 

44,637 
17,464 
10,840 
1,009 
3,671 

50,000 
4,766 

15,934 
686,998 
40,883 
97,066 

253,724 

$ 1,599,900 $ 1,845,067 $ 2,139,657 
$ 383,869 $ 132,560 $ 861,536 

48,219 48,219 48,219 
1,254 1,254 1,254 

(203,04 1 ) (203,041) 
(1,692) (1,692) (1,692) 

GainILoss Sale of Fixed Assets (758) (758) (758) 
Total Other Income (Expense) $ 47,024 $ (156,017) $ (156,017) 
Net Profit (Loss) $ 430,893 $ (23,457) $ 705,518 

SUPPORTING SCHEDULES: 
c-I 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Projected Statements of Changes in Financial Position 
Present and Proposed Rates 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Other 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Deferred Charges 
Notes Receivable 
Accounts Payable 
Intercompany payable 
Customer Meter Deposits 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Plant Held for Future Use 
Changes in debt reserve fund 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Change in Restricted Cash 
Change in net amounts due to parent and affiliates 
Net Receipt contributions in aid of construction 
Net receipts of advances in aid of construction 
Repayments of Long-Term Debt 
Dividends Paid 
Deferred Financing Costs 
Paid in Capital 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

SUPPORTING SCHEDULES: 
E-3 
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At Present At Proposed 
Rates Rates 

Test Year Year Year 
Ended Ended Ended 

12/31/2010 12/31/2011 12/31/2011 

$ 430,893 $ (23.457) $ 705,518 

477,551 686.998 686,998 
(25,839) 

990 

1,596 

(1 52,632) 
116,845 

2,039 
11,046 

$ 862,489 $ 663,540 $ 1,392,516 

(476,612) (378,600) (378,600) 

$ (476,612) $ (378,600) $ (378,600) 

!10:401! (10:401) (1 0,401) 
1,755,000 1,755,000 

(299.999) (299,999) (299,999) 

$ (310,400) $ 1,444,600 $ 1,444,600 
75.477 1,729,540 2,458,516 
92,659 168,136 168.1 36 

$ 168,136 $ 1,897,676 $ 2,626,652 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 
Projected Construction Requirements 

Account 
Number Plant Asset: 
301 Organization Cost 
302 Franchise Cost 
303 Land and Land Rights 
304 Structures and Improvements 
305 Collecting and Impounding Res. 
306 Lake River and Other Intakes 
307 Wells and Springs 
308 Infiltration Galleries and Tunnels 
309 Supply Mains 
310 Power Generation Equipment 
31 1 Electric Pumping Equipment 
320 Water Treatment Equipment 
320 Water Treatment Equipment 
320.1 Water Treatment Plant 
320.2 Chemical Solution Feeders 
330 Dist. Reservoirs & Standpipe 
330.1 Storage tanks 
330.2 Pressure Tanks 
333 Services 
334 Meters 
335 Hydrants 
336 Backflow Prevention Devices 
339 
340 Office Furniture and Fixtures 
341 Transportation Equipment 
342 Stores Equipment 
343 Tools and Work Equipment 
344 Laboratory Equipment 
345 Power Operated Equipment 
346 Communications Equipment 
347 Miscellaneous Equipment 
348 Other Tangible Plant 

Other Plant and Miscellaneous Equipment 

Total 
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Test Year 2011 2012 2013 
$ - $  - $  - $  

7,500 7,500 7.500 7,500 

97,217 100,000 100,000 100,000 

99,163 100 100 100 

28,643 30,000 30,000 30,000 

177,591 175,000 175,000 175,000 
36.478 35.000 35,000 35,000 

5,481 6,000 6,000 6,000 

24,539 25,000 25,000 25,000 

$ 476,612 $ 378,600 $ 378.600 $ 378.600 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCompany -Water Division 
Test Year Ended December 31,2010 

Assumptions Used in Rate Filing 
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Property Taxes were computed using the method used by the Arizona Department 
of Revenue modified for ratemaking. 

Projected construction expenditures are shown on Schedule A-4 

Expense adjustments are shown on Schedule C2, and are explained in the testimony. 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

7 
1 

15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

i a  

Meter Size-> 
Water Revenues 
Revenue Annualizations 
Misc. Revenues' 
Reconcilation H-1 to C-1' 
Total Revenues 

Operating Expenses2 
Depreciation and 
Amortization2 

Properly Tax3 
Income Tax' 
Total Operating Expenses 
Operating Income 
Interest Expense' 
Net Income 
Rate Base' 

Return on Rate Base' 

Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Sefvice Study, Using Commodity Demand Method 
Operating Margins at Present Rates 
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(7,306) (7,031) (3) (191) (8) (70) (3) 
$ 1,977.628 $ 1,299,493 $ 1,819 $ 147,276 $ 10,440 $ 208,466 $ 310,134 

$ 1,101,869 $ 807.174 $ 665 $ 51,476 $ 3,783 $ 38,026 $ 200,744 

686,998 570,095 354 32,065 2,356 34.698 47.430 
83.358 54,774 77 6.208 440 8.787 13,072 

(27,157) (85,886) 174 13,650 914 33.029 10,961 
$ 1,845,067 $ 1,346,158 $ 1,270 $ 103,399 $ 7,493 $ 114.540 $ 272,207 
$ 132,561 $ (46,665) $ 549 $ 43,877 $ 2,948 $ 93.926 $ 37,927 

203,041 176,234 96 8,450 577 8.204 9,480 
$ (70.481) $ (222,899) $ 452 $ 35,427 $ 2,371 $ 85,721 $ 28.447 
$ 9,097,529 $ 7,896,397 $ 4,321 $ 378,609 $ 25,837 $ 367.605 $ 424,761 

1.46% -0.59% 12.70% 11 59% 11.41% 25.55% 8.93% 

Percent of Total Customers 96.24% 0.04% 2.62% 0.11% 0.95% 0.04% 

' Allocated based on customer counts, 

' Property Taxes allocation based on Revenues 
' Income Tax from Schedule C-I, at Present Rates. Income Taxes allocated based on taxable income 
' Interest Synchronized Interest Expense. Allocation based on Rate Base 
' Rate Base computations are shown on Schedule G-3, Page 1 
' Operating Income Divided by Rate Base 

Operating Expenses and Depreciation cornputations are shown on Schedule G-4. Page 1. 



Line 
No. Meter Size-> 

Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Service Study, Using Commodity Demand Method 
Operating Margins at Proposed Rates 
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Meter Size 
Totals 510 x 314" - 314" - 1 1112" - 2" lrriaation __ ~ ~~ ~~ ~~ 

1 Water Revenues $ 2,999,688 $ 1,837.649 $ 3,038 $ 213.985 $ 15.582 $ 321.587 $ 607.847 
2 Revenue Annualizations (5,712) (1.186) 2.468 (172) 501 (7,324) 
3 Misc. Revenues' 7,261 6.988 3 190 8 69 3 
4 Reconcilation H-1 to C-I' (45) (43) (0) (1) (0) (0) (OL 
5 Total Revenues $ 3,001,192 $ 1,843,409 $ 3,040 $ 216,643 $ 15,418 $ 322,156 $ 600,526 
6 
7 Operating Expenses* $ 1,101.869 $ 807.174 $ 665 $ 51,476 $ 3.783 $ 38.026 $ 200,744 
8 Depreciation and 
9 Amortization' 686.998 570,095 354 32.065 2,356 34,698 47,430 
10 Properly Tax3 97.066 59,620 98 7.007 499 10.419 19,422 
11 
12 
3 
4 

15 
16 
17 
18 
19 
20 
21 

23 
24 
25 
26 
27 
28 
29 

31) 
LL 

. .  
Income Tax' 253,724 64,051 508 32.722 2.282 64,197 89,964 
Total Operating Expenses $ 2,139,657 $ 1.500.941 $ 1,626 $ 123.270 $ 8.919 $ 147.340 $ 357.561 
Operating Income $ 861.536 $ 342.468 $ 1,415 $ 93.373 $ 6,499 $ 174.816 $ 242.965 
Interest ~xpense' 203.041 176.234 96 8,450 577 8,204 9.480 
Net Income $ 658,494 
Rate Base6 $ 9,os , 

Return on Rate Base7 9.47% 

$ 166.234 $ 1,318 $ 84.923 $ 5,922 $ 166,612 $ 233.485 
17.529 $ 7,896,397 $ 4,321 $ 378,609 $ 25,837 $ 367,605 $ 424,761 

4.34% 32.75% 24.66% 25.15% 47.56% 57.20% 

Percent of Total Customers 96.241% 0.039% 2.621% 0.108% 0.952% 0.039% 

' A!!=!-' bared cn customer counts. 
Operating Expenses and Depreciation computations are shown on Schedule G-4. Page 1. 
Property Taxes allocation based on Revenues 
' Income Tax from Schedule C-1, at Proposed Rates. Income Taxes allocated based on taxable income 
' Interest Synchronized Interest Expense. Allocation based on Rate Base 

' Operating Income Divided by Rate Base 
Rate Base computations are shown on Schedule G-3, Page 1 



Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Cost of Service Study Using Commodity I Demand Method 
Allocation of Assets to Customer Classes 
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Llne 5/8 x 314" - 3/4" - 1" 1112" - 2" lrnaation Totals 
No 
1 
2 Commodity $ 586.627 $ 259.723 $ 511 $ 31.987 $ 2.488 $ 15.086 $ 276.831 $ 586.627 
3 Demand 3,359.374 2,798.646 1,713 190.525 15.699 221,494 131.298 3,359,374 
4 Cuslomer 741,926 714.035 291 19,444 801 7.064 291 741.926 
5 SeMU2 3.848.091 3.655.542 1.491 1 10.729 5.069 67.452 7,808 3.848.091 
6 Meter 561.51 1 468.451 314 25,924 1.780 56,509 8.532 561,511 
7 Totals $ 9,097,529 $ 7.896.397 $ 4,321 $ 378,609 $ 25.837 $ 367,605 $ 424.761 $ 9,097,529 
8 
9 
10 Net Rate Base $ 9.097.529 $ 7.896.397 $ 4.321 $ 378.609 $ 25.837 f 367.605 $ 424.761 $ 9.097.529 
11 
12 Allocation % 10000% 8680% 0 05% 4 16% 0 28% 4 0 4 1  4 67% 100 00% 
13 

- 
Plant, MinusAccumulated Dgreoabon. Advanaes and Cortnbutionsin Aid. Meter DeDosts. and Deferred Income Tax lfmm Schdule G5. PaJe 1) 



Pima Utility Company -Water Division 
Test Year Ended December31.2010 

Cost of Service Study, Using Commodity Demand Method 
Allocation of Expenses to Customer Classes 
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Line Totals 518 x 314" - 314" - 1" - 1 1/2" - 2" lniaation - No. ODeration and Maintenance ExDenSe (from Schedule G b x e  1) 
1 Commodity $ 394.058 $ 174,465 $ 343 $ 21.487 $ 1,672 $ 10,134 $ 185.957 
2 Demand 374.980 312,390 191 21,267 1,752 24,724 14.656 
3 Customer 332.831 320,319 131 8,723 359 3.169 131 
4 Service 
5 Meter 
6 Totals 
7 

$ 1,101,869 $ 807.174 $ 665 $ 51,476 $ 3,783 $ 38.026 $ 200,744 

0 
9 Commodity 69,767 30.889 61 3,804 296 1.794 32,923 
10 Demand 332.621 277.102 170 18,864 1,554 21,931 13,000 

12 Service 156.815 148.968 61 4 512 207 2 749 318 

DeDreciaton Expense on Plant (from Schedule G6. Paae 2) 

11 Customer 50,892 48.979 20 1,334 55 485 20 

13 Meter 
14 Totals 
'5  

~. 
76,903 64,158 43 3,551 244 7.739 1,169 

$ 686.998 $ 570.095 $ 354 f 32,065 $ 2,356 $ 34.698 $ 47,430 

Total Expenses (exduding Income Tax and 
18 Properly Taxes) $ 1,788,866 $ 1.377.269 $ 1,019 $ 83.541 $ 6,139 $ 72,724 $ 248,174 
19 
20 Pmperty Taxes. Allocated on Schedules G-1 8 G-2 $ 83.358 
21 lnmrne Tax. Allocated on Schedules G-1 a G-2 (27,157) 
22 Total Adjusted TY Expenses $ 1,845,067 
23 



Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Service Study. Using Commodity Demand Method 
Summary of Allocation of Expenses to Customer Classes 
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Line 
No 
1 Commodity 
2 Demand 
3 Customer 
4 Seivica 
5 Meter 
6 
7 
8 Totals 
9 
10 
11 
12 
13 Total Expenses (excluding Income Tax and 
14 Property Taxes) S 1,788,866 $ 1.346.381 $ 958 $ 79,737 $ 5,843 $ 70,930 $ 215,251 
15 

- 

16 Properly Taxes, Allocated on Schedules G-18 G 2  $ 83.358 
. Income Tax. Allowled on Schedules G-I 8 G-2 (27,157) 

Total Adjusted N Expenses S 1,845,067 
d 

p&& 5/8 x 314" - 34" - 1" - 1 112" T lrriQatlOn 

$ 463.825 $ 174.465 16 343 $ 21.487 $ 1,672 5 10,134 0 185.957 
707,601 589.492 361 40,131 3,307 46,654 27.656 
383,723 369.298 151 10.056 414 3.653 151 
156,675 148.968 61 4,512 207 2.749 318 
76.903 64.158 43 3,551 244 7.739 1,169 

$ 1,788,866 $ 1.346.381 $ 958 $ 79.737 $ 5,843 $ 70,930 $ 215,251 



Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Cost of Service Study. Using Commodity Demand Method 
Allocation of Rate Base by Function 

Exhibit 
Schedule G-5 
Page 1 
Wtness: Bourassa 

Line 
No. Adiusted Demand Commodity Customer __ Meter Service Totals - 

1 RateBase 
2 Plant minus (AccumutatedDepreciation $ 9.097.529 $ 3,359,374 $ 586,627 $ 741,926 $ 561,511 $ 3.848.091 $ 9,097,529 
3 
4 
5 
6 
7 
8 
9 9,097,529 3,359,374 586.627 741,926 561,511 3,648,091 9,097,529 
10 
11 
12 
13 
14 
15 

Contributions in Aid of Construction 
Advances in Aid of Construdion, 
Meter Deposits and Deferred lnwme Tax) 

I 9  
20 
21 



Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Allocation of Plant. Less Contnbutions and Advances in Aid of 
Construdion , Meter Deposits and Acwmulated Depreciation to Functions 

Line Acmunt _ _  No. No. Description 
1 Intangible 
2 301 Organizatn 
3 302 Franchises 
4 
5 Subtotal Intangible 
6 
7 Source of Supply B Pumping Plant 
8 303 Land and Land Rights 
9 304 Struclures and Improvements 
10 305 Collecting and Impounding Res 
11 306 Lakes, Rivers, Other Intakes 
12 307 Wells and Springs 
13 308 Infillration Galleries and Tunnels 
’ 309 SupplyMains 

310 Power Generation Equipment 

Exhibit 
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Original Total 
cost Acwmulated Ne1 Plan1 

Service &nl Depreciation &E!?& Commoddr Curlamer &@ - 
$ $ 

$ 97.637 $ 97,637 $ 97,637 $ - 5  - $  
315.125 139,450 175.676 175.676 

606,699 261.440 345.258 276,207 69.052 

31 1 Eledrii Pumping Equipment 2,263,801 369.989 1.893.812 1,515,049 378.762 
M o t a 1  Source d Supply h Pumping Plant $ 3,283,262 $ 770.880 $ 2,512,383 $ 2,064,569 $ 447,814 $ * $  - a  

18 ._ 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Water Treatment 

Subtotal Water Treatment 

Transmission and Disblbution Plant 

320.2 Water Treat Equip. - Chem Sol Feeder 

330 Didribulion Reservoirs (L Standpipe 
330 1 Storage tanks 
330.2 Pressure Tanks 
331 Transmission and Distribution Mains 
333 services 
334 Meters 
335 Hydrants 
336 Badmow Prevention Devices 

$ 58.255 $ 9,890 $ 48.365 $ 38,692 $ 9.673 
$ 58,255 $ 9,890 $ 48.365 $ 38,692 $ 9,673 $ - $  - $  

$ - $  - $  
1,102,197 490.208 

73,937 24,279 
2.916.048 1,625,867 
4.709.1 48 861,057 

923.202 361,692 
887.381 550,134 

- $  - $  
61 1.989 550.790 61,199 
49.658 44.692 4.966 

1.290.182 1,161,164 129.018 
3.848.091 3.848.091 

561,511 561.51 1 
337.246 337,246 

32 339 OIher Plant and Miscellaneous Equip. 
33 Subtotal Tnnrrnission and Dirmbution Plant $ 10,611,913 S 3,913,236 $ 6.698.677 $ 1,756,646 $ 195.183 $ 337,246 $ 561,511 $ 3.848.091 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

General Plant 
340 Office Furniture and Fixtures 

340.1 Computers and Sohare 
341 Transpwtatiin Equipment 
342 Stores Equipment 
343 Tools and Work Equipment 
344 Laboratory Equipment 
345 Power Operated Equipment 
346 Communications Equipment 

$ 4.239 $ 110 $ 4,129 
28.479 278 28.201 
61.635 (51.073) 112.708 28.177 

134.506 34.251 100,255 25.064 

124.899 34.114 90.785 
238.939 76,482 162.457 40.614 

$ 4,129 
28.201 
84.531 

75,191 

90.785 
121.843 



Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Allocation of Plant, Less Contributions and Advances in Aid of 
Construction , Meter Deposits and Accumulated Depreciation to Functions 

Exhibit 
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Line Account 
“0 DescriDtlon 

1 General Plant Continued 
2 347 Miscellaneous Equipment 
3 348 Other Tangible Plant 
4 Subtotal General Plant 
5 Total Plant 
6 
7 
8 
9 Meter Deposits 
10 
11 
12 

Contributions in Aid of Construction. Net 
Advances in Aid of Construction 

Totals ,- 
rle Bases (Plant -(AIAC. CIAC. Meter Deposits 

Original Total 
cost Acwmulated Ne( Plant 
Plant Depreciation Values Demand Meter Service Commodity Customer __ - 

$ 592.698 $ 94.183 $ 498.535 $ 93,855 $ ~ $ 404.680 8 - $  

$ 14,546.128 $ 4,788,169 $ 9,757,959 $ 3,953,761 $ 652,670 $ 741,926 $ 561,511 $ 3,848,091 

(286,194) 
(374,236) 

(286.194) (257,575) (28.619) 
(374.236) (336,812) (37,424) 

$ 13,885,698 $ 4,788,169 $ 9,097,529 $ 3,359,374 $ 586,627 $ 741,926 $ 561,511 $ 3,848,091 
& Acwm Depr ) $ 9,097,529 $ 3,359,374 $ 586.627 $ 741.926 $ 561,511 $ 3,848,O91 



Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
__ 37 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

- 

Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Service Study, Using Commodity Demand Method 
Allocation of Expenses to Functions 

DescriDtion 
Saiaries and Wages' 
Salaries and Wages - Officers & Dir' 
Employee Pensions and Benefits' 
Purchased Water' 
Purchased Power ' 
Chemicals' 
Repairs and Maintenance' 
Office Supplies and Expense 
Outside Services - Acctng & Eng. 
Outside Services - Other' 
Outside Services - Legal 
Water Testing ' 
Rents - Equipment 
Transportation Expenses ' 
lnsurane - Vehicle 
Insurance - General Liabi lity 
Insurance - Workefs Comp 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation Expense' 
Taxes Other Than I nwme 
Property Taxes. Allocated on Schedules G1 B G-2 
Income Tax. Allocated on Schedules G-l 8 G-2 

Total 

Adiusted 
$ 220.827 

90.294 
64,900 

252.453 
16,721 

100.885 
67.321 

8.350 
54,797 
14,175 
18.737 
3.203 

44,637 
17,464 
10.840 
1,009 
3,671 

50,000 
15,934 
4,766 

686,998 

Demand 
$88.33038 

36,118 
25,960 

70.620 

3.340 
21.919 

5,670 
14.990 

801 
11,159 
4.366 
5.420 

404 

45.000 

332.621 

Commodity 
$44,165.34 

18,059 
12,980 

252.453 
16,721 
30.266 

1,670 
10,959 
2,835 
3.747 

202 

69.767 

Customer 

36.118 
25,960 

$8a,330.68 

67,321 
3,340 

21,919 
5,670 

2,402 
33.478 
13.098 
5.420 

404 
3.671 
5,000 

15,934 
4,766 

50.892 
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Meter 
$ 

76,903 

S e r v i c e -  Totals 
f - $ 220.826.69 

90.294 
64.900 

252,453 
16,721 

100,885 
67.321 

8,350 
54,797 
14,175 
18.737 
3.203 

44,637 
17,464 
10.840 

1,009 
3,671 

50.000 
15,934 
4,766 

156.815 686.998 
A n A m  4 0 8 ~ 3  A n  ARR 

$ 1,845.067 $ 707,601 $ 463,825 $ 383.723 $ 76,903 $ 156.815 S 1,788,866 

' See Schedule G-7, page 2.1 
'Depreciation allocation computed on Schedule G-6. Page 2. 



Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Allocation of Depredation Expense to Fundions 
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Line Account 
- No. No. Desuiption 

1 l n u z i b l e  
2 301 Organization 
3 302 Franchises 
4 
5 Subtotal Intangible 
6 
7 
8 303 Land and Land Rights 
9 304 Struuures and Improvements 
10 305 Collecting and Impounding Res 
11 306 Lakes, Rivers, Other Intakes 
12 307 Wells and Springs 
13 308 Infiltration Galleries and Tunnels 
14 309 SupplyMains 
15 310 Power Generation Equipment 
'6 31 1 Electric Pumping Equipment 

Source of Supply (L Pumping Plant 

' 

1 
Subtotal Source of Supply (L Pumping Planl 

19 Water Treatment 
20 320.2 Water Treat. Equip. - Chem Sol Feeder 
21 Subtotal Water Treatment 
22 
23 Transmission and Distribution Planl 
24 330 Distribution Reservoirs 8 Standpipe 
25 330.1 Storage tanks 
26 330.2 Pressure Tanks 
27 331 Transmission and Distribution Mains 
28 333 Services 
29 334 ivieiers 
30 335 Hydrants 
31 336 BackRow Prevention Devices 
32 339 Other Plant and Miscellaneous Equiprnenl 
33 Subtotal Transmission and Distribution Plan1 
34 
35 General Plant 
36 340 Offce Furniture and Firtures 
37 340.1 Computers and Software 
38 341 Transporlation Equipment 
39 342 Stores Equipment 
40 343 Tools and Work Equipment 
41 344 Laboratory Equipment 
42 345 Power Operated Equipment 
43 346 Communications Equipment 

Oriainal Cost 

f 

f 

f 97.637 
315,125 

606.699 

2.263.801 
5 3.283.262 

58.255 
f 58.255 

f 
1.102.197 

73.937 
2.916.048 
4.709.148 

923,202 
887.381 

f 10,611,913 

f 4.239 
28,479 
61.635 

134,506 

124,899 
238.939 

Witness: Bourassa 

Depreuatton Depreciation Tolal Depr. 
- Rate ExDense ~xwnse __ Demand Commodily Cus(omer Me(er Service 

f 

f - f  - $  - f  - f - f  - f  - 

0.000% f - f  - f  - f  - f  - f  - f  - 
3.330% 10.494 10,494 10.494 
2.500% 
2.500% 
3.330% 20.203 20.203 16.162 4.041 
6.670% 
2.000% 
5.000% 

12.500% 282,975 282.975 226,380 56.595 
f 313,672 S 313,672 f 253,036 f 60.636 f - f - f - 

20.000% 11,651 11.651 9,321 2,330 
f 11.651 f 11,651 $ 9,321 f 2,330 f - f - f - 

f - f  - f  - 1 6  - a  - s  - f  - 
2.220% 24,469 24,469 22.022 2.447 
5.000% 3.697 3.697 3.327 370 
2.000% 58.321 58.321 52.489 5.832 
3.330% 156.815 156.815 156.815 
8.330% I ",G."II 7c,.303 76.903 
2.000% 17.748 17.748 17.748 
6.670% 
6.670% 

-7- On- 

f 337.952 f 337.952 5 77.838 f 8.649 f 17,748 f 76,903 f 156.815 

6.670% 
20.000% 
20.000% 
4.000% 
5.000% 

10.000% 
5.000% 

10.000% 

283 f 283 f - f - S 2 8 3 $  ~ $ ~ 

5.696 5,696 5.696 
12.327 12.327 3.082 9.245 

6.725 6.725 6.053 673 

6,245 6,245 5.620 624 
23.894 23.894 5,973 17.920 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
‘6 

i 
19 

Account 

General Plant Continued 
No. Descriotion 

347 Miscellaneous Equipment 
348 Other Tangible Plant 

Subtotal General Plant 
Total Plant 

Pima Utility Company - Water Division 
Test Year Ended December 31.2010 

Allocation of Depredation Expense to Functions 

Less: Amortization of Contributions 
Comoosite 

Total Depredation Expense 

Depredatior Depreciation Total Depr 
Oriainal Cost Rate Expense Expense 

- 10.00% 

Exhibil 
Schedule G-6 
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Demand Cornmodi& Customer Meter &&$ 

- 10.00% 
$ 592.698 $ 55,170 S 55.170 $ 20,728 I 1.237 $ 33.144 f - $ - 
$ 14.546.128 $ 718.444 $ 718,444 f 360.923 f 72.912 $ 50.892 S 76.903 $ 156,815 

$ 632,418 4.9725% $ (31,447) $ (31.447) $ (28.302) 5 (3.145) 

632.4 18 $ 686.998 $ 686.998 $ 332,621 $ 69,767 $ 50,892 $ 76.903 $ 156,815 



Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Summary of Commodity - Demand Method Functions Factors 
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I 5 / 8  x 3/4" I 314" I 1" I 11/2" 1 2"1 4" I 6 1  8 I Irrigation I Totals I 
44.274% 0.087% 5.453% 0.424% 2.572% 0.000% 0.000% 0.000% 47.19% 100.00% 

Line 
- No. 

1 
2 DescriDtion 
3 Commodity 
4 Demand 
5 Customer 
6 Services 
7 Meters 
8 
9 
10 
11 
12 SUPPORTING SCHEDULES 
13 G-7, page3 

83.309% 0.051% 5.671% 0.467% 6.593% 0.000% 0.000% 0.000% 3.91% 100.00% 
96.241% 0.039% 2.621% 0.108% 0.952% 0.000% 0.000% 0.000% 0.04% 100.00% 
94.996% 0.039% 2.877% 0.132% 1.753% 0.000% 0.000% 0.000% 0.20% 100.00% 
83.427% 0.056% 4.617% 0.317% 10.064% 0.000% 0.000% 0.000% 1.52% 100.00% 



Pima Utility Company -Water Division 
Test Year Ended December 31,201 0 

Plant and Depreciation Expense Allocations Functions 
COMMODITY - DEMAND METHOD FUNCTION FACTORS 

Line 
- No. 

1 
2 Description 
3 Wells 
4 Pumps & Equipment 
5 Trans. & Dist. Mains 
6 Structures & Improv. 
7 Land 
8 Customer 
9 Services 
10 Meters 
11 Fire Hydrants 
12 Transportation Equip. 
13 Office Furniture 
14 Communication Equip. 
15 Water Treatment Equip. 
16 
17 
18 
19 
20 

Total 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 
1 .oo 

Demand 
0.80 
0.80 
0.90 
1 .oo 
1 .oo 

0.25 

0.25 
0.10 

Commoditv Customer 
0.20 
0.20 
0.10 

1 .oo 
1 .oo 
1 .oo 
1 .oo 
0.75 
1 .oo 
0.75 

0.90 
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Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Service Study, Using Commodity Demand Melhod 
Development Of Expense Allocation Factors 
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Line 
- No. 

1 ExpenseTyoe Demand Commodiw Customer Meters Services 
2 Repairs and Maintenance' 1 .oo 0.70 0.30 
3 Contractual Services' 1 .oo 0.40 0.20 0.40 - 
4 Purchased PowerlFuel for Power Prod? 1 .oo i .oo 
5 Purchased Water' 1 .oo 1 .oo 

7 Chemicals' 1 .oo 1 .oo 
8 Water Testing' 1 .oo 0.80 0.20 

6 Transportation5 1 .oo 0.25 0.75 - 

9 Salaries and Wages' I .oo 0.40 0.20 0.40 - 
10 
11 
12 
13 ' Estimated based on examination of wsts in repairs and maintenance and professional judgement. 
14 
' 100% related lo pumping and water produdion. 
' 100% related to pumping and water production. 

Estimated based on examination of costs included in contractual services and professional judgement. 

. Based on allocation of transportation equipment. See G-7. page 2. 
18 e 100% related to water production. 
19 ' Based on allocation of well plant and equipment. See G-7. page 2. 
20 
21 
22 
23 
24 
25 

The Company does not have recorded salaries and wages expense. See allocation of contractual SeNiCeS. 



Pima Utility Company -Water Division 
Test Year Ended December 31,201 0 

Cost of Service Study, Using Commodity Demand Method 
Development of Class Allocation Factors 
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COMMODITY ALLOCATION FACTOR DEMAND ALLOCATION FACTOR 

Meter Size 
518" x 314" 

314" 
1" 

1-112" 
2" 
3" 
4" 
6" 
8 

Irrigation' 
Totals 

(a) 
Total Gallons 
(in 1,000's) 
In Test Year 

768,141 
1,511 

94,602 
7,359 

44,617 

Percent 
of 

44.27% 
0.09% 
5.45% 
0.42% 
2.57% 
0.00% 
0.00% 
0.00% 
0.000% 

818,738 47.190% 
1,734,968 100.00% 

Number 
of Meters 

Meter andlor 
Size Services 

5/8"x3/4" 9,805 
314" 4 
1 267 

1-1 12" 11 
2" 97 
3" 
4" 
6" 
8" 

Irrigation 4 
Totals 10,188 

Equivalent 
Number 

Equiv- of Meters Percent 
alent andlor of 

Weight Services Total 
1 .o 9.805 83.31 % 
1.5 
2.5 
5.0 
8.0 

16.0 
25.0 
50.0 
80.0 

6 
668 
55 

776 
0 
0 
0 
0 

0.05% 
5.67% 
0.47% 
6.59% 
0.00% 
0.00% 
0.00% 
0.00% 

11 5.0 460 3.91% 
11,770 100.00% 

CUSTOMER ALLOCATION FACTOR SERVICES ALLOCATION FACTOR (b) 

Meter 
Size 

5187314" 
314 
1" 

1-112" 
2" 
3" 
4" 
6 
8" 

Irrigation 
Totals 

Meter 
- Size 

518" x 314 
314" 
1" 

1-112" 
2" 
3" 
4 
6 
8" 
1 0  

Totals 

Number 
of Meters 

9,805 
4 

267 
11 
97 

4 0.04% 
10,188 100.00% 

Percent 
of 

Total 
96.24% 
0.04% 
2.62% 
0.11% 
0.95% 
0.00% 
0.00% 
0.00% 
0.00% 

Meter 
- Size 

518" x 314" 
314" 
1" 

1-112" 
2" 
3" 
4" 
6 
8" 

Number 
of 

Services 
9,805 

4 
267 

11 
97 
0 
0 
0 
0 

Irrigation 4 
Totals 10,188 

METER ALLOCATION FACTOR (b) 

Weighted Percent 
Number Meter Dollars of 
of Meters 

9,805 
4 

267 
11 
97 
0 
0 
0 
0 

Cost 
$ 155.00 

255.00 
315.00 
525.00 

1,890.00 
2,545.00 
3,645.00 
6,920.00 
6,920.00 

of Meters 
1,519,775 

1,020 
84,105 
5,775 

183,330 
0 
0 
0 
0 

Total 
83.43% 
0.06% 
4.62% 
0.32% 

10.06% 
0.00% 
0.00% 
0.00% 
0.00% 

4 6,920.00 27,680 1.52% 
10,188 1,821,685 100.00% 

Install- 
ation 
Cost 

$ 445.00 
445.00 
495.00 
550.00 
830.00 

1,165.00 
1,670.00 
2,330.00 
2.330.00 

Weighted 
Number 
Services 
4,363,225 

1,780 
132,165 

6.050 
80.510 

0 
0 
0 
0 

Percent 
of 

Total 
95.00% 
0.04% 
2.88% 
0.13% 
1.75% 
0.00% 
0.00% 
0.00% 
0.00% 

2,330.00 9,320 0.20% 
4.593.050 100.00% 

(a) Includes customer and gallon sold annualization. 
(b) Meter and Service Line cost from Arizona Corporation Commission Memo of February 21, 2008 

from Marlin Scott, Jr.. Meter costs based on compound meters. Cost of service line and 
meter is based on costs allowed for a compound meter installation. 



i 

Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Service Study Using Commodity / Demand Method 
Computation of Monthly Minimums for Customer. Service, Meter 

Using Fundion Costs and Expenses 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

Line 
- No. 

Return on Rate Ease 9.47% 
iviisc. Revenues 
Customer. Services and Meter Expenses (From Sch. G6. Page 1) 
Property Taxes 
lnwme Taxes 
Total Revenue Requirement I Customer, Meter 8 Service (Line 13+15+16+17) 

Customer Charge 
Number of Bills = 10,188 times 

Charge per Bill 
(Customer Revenue Requirement divided by Annualized Number of Eills) 

Service Line and Meter Charge 
Equivalent 5/8 Meters 

Charge per Equivalent Meter 

12 

11,770 times 

CUSTOMER CHARGE: 
Monthly Minimum for 5/0 Inch Meter (with no water induded in Minimum or Demand Chame) 
Charge per Bill 
Charge per Equivalent Service Line 
Charge per Equivalent Meter 
(Service and Meter Revenue Requirement divided by Annual Equivalent Meters) 
ivionihly Minimum for 5/8 ha? Meiei, WITHOUT Demand Chaige Indiided 

12 
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Meter Customer Service 
70,260 53,175 364,414 

(433 
383,723 156.815 76,903 
97,066 

253,724 
804.730 209,990 441,317 

122,256 

5 6.58 

141,234 141.234 

f 1.49 f 3.12 

f 6.58 
1.49 
3.12 

f 11.19 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 

- 

1 

J 

17 
18 
19 
20 
21 

Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Service Study Using Commodity I Demand Method 
Computation of Monthly Minimums for Demand Charge 

DEMAND CHARGE: 

Ratiirn on Rate Base 9.47% 
Demand Expenses, from Schedule G-6. Page 1 

Totals 
Total Revenue Requirement / Demand Component 
Equivalent Number of 5/8 Meters billings 
Demand Charge for 518 Inch Meter 

Exhibit 
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3!8.!33 
707,601 

1,025,734 

141,234 
s 7 76 

Demand Charae Per Equivalent 
518 Inch Meter 
3/4 Inch Meter 
1 Inch Meter 
1 112 Inch Meter 
2 Inch Meter 
3 Inch Meter 
4 Inch Meter 
6 Inch Meter 

5/8" Demand 
Charqe 

$ 7.26 
$ 7.26 
$ 7.26 
$ 7.26 
$ 7.26 
$ 7.26 
$ 1.26 
$ 7.26 

Meter 
Ratio - 

1.0 $ 
1.5 $ 
2.5 $ 
5.0 $ 
8.0 $ 

16.0 $ 
25.0 $ 
50.0 $ 

Demand 

7.26 
10.89 
18.16 
38.31 
58.10 

116.20 
181.57 
363.13 



Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Cost of Service Study Using Commodity I Demand Method 
Computation Demand Charge and Commodity 

Line 
- No. 
1 Return on Rate Base 9.47% 
2 Less: Miscellaneous Revenues 
3 
4 
5 Propertytaxes 
6 InwmeTaxes 
7 Total Revenue Requirement by function 
8 Gallons Sold (in l,OOO's)(Zero Gallons in Minimum) (G7, page 3) 
9 Computed Commodity Rate (line 7 divided by line 8) 
10 Annualized Number of Bills (from G-8. page 1) 
11 Equivalent Meters and Service Lines (from G-8. page 1) 
12 Customer Charge (line 7 divided by line 10) 
13 Meter. Service tine 8 Demand Charge (Line 7 divided by Line 11) 
14 Total Monthly Minimum Charge for a 518 Inch Meter(Sum of Customer 
'. Service Line. Meter and Demand Charge on Lines 23.5 Line 24) 

Expenses (From Sch. G-6. Page 1) 

I 
18 Monthlv Minimum 
19 5/8 Inch Meter 
20 3 4  Inch Meter 
21 1 Inch Meter 
22 1 112 Inch Meter 
23 2 Inch Meter 
24 3 Inch Meter 
25 4 Inch Meter 
26 6 Inch Meter 
27 8 Inch Meter 
28 
29 
30 
31 

Exhibit 
Schedule G-8 
Page 3 
Wtness: Bourassa 

Commodity Customer __ Service - Meter Demand 
55.554 70.260 364,414 53,175 318.133 

(7.261) 

463.825 383.723 156.815 76.903 707,601 
97.066 

253,724 
519.378 797,512 521,229 130,078 1,025,734 

1,734,968 
5 0.2994 

199 956 . __  ,__ . 
141,234 141,234 141,234 

3.69 $ 0.92 $ 7.26 

$ 18.40 

$ 6.52 
$ 

518" Monthly 
Minim u m 

5 18.40 
$ 18.40 
$ 18.40 
$ 18.40 
$ 18.40 
$ 18.40 
$ 16.40 
$ 18.40 
I IO.*" 

I n  A n  

Meter 
Ratio 

1.0 $ 
1.5 $ 
2.5 $ 
5.0 $ 
8.0 $ 

16.0 $ 
25.0 $ 
50.0 $ 
"V.V I 0,. n 

Demand 

18.40 
27.60 
45.99 
91.99 

147.18 
294.36 
459.94 
919.87 

1#471.83 



Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Cost of Service Study Using Commodity I Demand Method 
Computation Demand Charge and Commodity 

Line 
No. 
1 
2 
3 
4 Total 
5 Rev. Rea. 

7 DemandCosts 1,025,734 
8 Commodity Costs 519.378 
9 Total Costs to be Colleded via Commodity 
10 Gallons Sold (in l,OOO's)(Zero Gallons in Minimum) (G-7, page 3) 
11 
12 Commodity Charge (per 1,000 gallons) (Line 9 divided by line 10) 
13 
14 Revenue Requirement Collected 
'5  

- 
Single Tier Rate Design with Some Customer and Demand Costs recovered via the Commodity Rate 

Revenue Reauirmenls Collected via Commclitv Charqe 

6 Customer, Service, and Meter Costs $ 1.448.819 

i Monthly Minimum 518 Meler 
7 Total Revenue Requirement 

18 Less: Portion of Revenue Requirement Collected via Commodity Charge 
19 Balance to be Recovered through Monthly Minimum 
20 
21 Number of Equivalent 5/8 Inch Meter Billings (from G-8. page 1) 
22 
23 Computed Monthly Minimum 518 Inch Meter Equivalent (line 19 divided by line 21) 
24 
25 
26 
27 ivieler Size I " I I I I 1 I t IU I I I  

518" 
L"i"i....*... 

28 5/8 Inch Meter $ 9.64 
29 3 4  Inch Meter $ 9.64 
30 1 Inch Meter $ 9.64 
31 1 112 Inch Meter $ 9.64 
32 2 Inch Meter $ 9.64 
33 3 Inch Meter $ 9.64 
34 4 Inch Meter $ 9.64 
35 6 lnch Meter $ 9.64 
36 8 Inch Meter $ 9.64 
37 10 Inch Meter 
38 
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Portion of 
- % Rev. Req, 

45% S 651.968 

5 0.941 

$ 2.993.931 
(1.632.9271 

$ 1,361,004 45.46% 

141,234 

f 9.64 

Meter Monthly 
- D"lh .\PI," !AGkEG 

1.0 f 9.64 
1.5 $ 14.45 
2.5 $ 24.09 

8.0 $ 77.09 
16.0 $ 154.18 
25.0 $ 240.91 
50.0 $ 481.83 
80.0 $ 770.92 

5.0 $ 48.18 



Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Comparison of Proposed Rates to Computed Costs 
For a 5/8 Inch Residential Meter (With Required Operating Margin) 

Column Number-, fa a f3l M fa 

Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

- NO. 

Revenues 
Water Monthlv 
Usaqe Minimum Commodily 

0 $ 7.36 $ - 
1,000 
2,000 
3.000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80.000 
90,000 

100,000 

7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 

0.96 
1.93 
2.89 
3.86 
5.22 
6.59 
7.95 
9.32 

10.68 
12.05 
15.78 
19.51 
23.24 
26.97 
30.70 
40.02 
49.34 
58.67 
67.99 
77.31 
86.64 

105.29 
123.93 
142.58 
161.23 
179.88 

- Total 
$ 7.36 

8.33 
9.29 

10.26 
11.22 
12.59 
13.95 
15.32 
16.68 
18.05 
19.41 
23.14 
26.87 
30.60 
34.33 
38.06 
47.38 
56.71 
66.03 
75.36 
84.68 
94.00 

112.65 
131.30 
149.95 
168.59 
187.24 

Demand Customer 
Chames Charges 
$ 7.26 $ 6.52 

7.26 
7.26 
7.26 
7.26 
7.28 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 
7.26 

6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 
6.52 

Service 
Line 

Charaes 
$ 3.69 

3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 
3.69 

Charaes 
$ 0.92 

0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
0.92 
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m La m 
(Col. 2 - Col. 8) 

Total 
Revenues 

minus 
Total Total 

Meter Commodity Charges Charges 
Charaes &Costs &Q& 

0 $ 18.40 $ (1 1.031 
0.299 
0.599 
0.898 
1.197 
1.497 
1.796 
2.096 
2.395 
2.694 
2.994 
3.592 
4.191 
4.790 
5.388 
5.987 
7.484 
8.981 

10,478 
11.974 
13.471 
14.968 
17.962 
20.955 
23.949 
26.942 
29.936 

18.70 i io.37j 

19.59 (8.37) 

19.00 (9.70) 
19.30 (9.04) 

19.89 (7.31) 
20.19 (6.24) 
20.49 (5.18) 
20.79 (4.11) 
21.09 (3.04) 

21.99 1.15 
22.59 4.28 
23.19 7.41 
23.79 10.54 
24.38 13.68 
25.88 21.50 
27.38 29.33 
28.88 37.16 
30.37 44.98 
31.87 52.81 
33.37 60.64 
36.36 76.29 
39.35 91.95 
42.35 107.60 
45.34 123.25 
48.33 138.91 

21.39 (1.98) 



Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Comparison of Proposed Rates to Computed Costs 
For a 3/4 inch Commercial Meter (Wth Required Operating Margin) 

Column Number-> M 121 fa f9 

Line - No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

Revenues 
Water Monthly 
Usaae Minimum Commodity 

0 $ 7.36 $ - 
1,000 
2,000 
3,000 
4,000 
5.000 
6.000 
7,000 
8.000 
9,000 

10.000 
12.000 
14,000 
16,000 
18,000 
20,000 
25.000 
30.000 
35.000 
40,000 
45,000 
50,000 
60,000 
70,000 
80,000 
90,000 

100.000 

7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 
7.36 

1.36 
2.73 
4.09 
5.46 
6.82 
8.19 
9.55 

10.92 
12.28 
13.65 
17.38 
21.11 
24.84 
28.57 
32.30 
41.62 
50.94 
60.27 
69.59 
78.91 
88.24 

106.89 
125.53 
144.18 
162.83 
181.48 

Demand Customer 
W C h a r q e s  

$ 7.36 $ 10.89 
8.73 

10.09 
11.46 
12.82 
14.19 
15.55 
16.92 
18.28 
19.65 
21.01 
24.74 
28.47 
32.20 
35.93 
39.66 
48.98 
58.31 
67.63 
76.96 
86.28 
95.60 

114.25 
132.90 
151.55 
170.19 
188.84 

10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 
10.89 

Chames 
$ 9.78 

9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 
9.78 

la 

Service 
Line 

Charaes 
$ 5.54 

5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
5.54 
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f!3 m fQ 

Charaes 
$ 1.38 

1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.38 
1.36 
1.38 

Total 
Meter Commodity Charges 

Charaes 
0 $ 27.60 

fa 
(COl. 2 - COl. 8) 

Total 
Revenues 

minus 
Total 

Charges 
B costs 

f (20.23) 
0.299 
0.599 
0.898 
1.197 
1.497 
1.796 
2.096 
2.395 
2.694 
2.994 
3.592 
4.191 
4.790 
5.388 
5.987 
7.464 
8.981 

10.478 
11.974 
13.471 
14.968 
17.962 
20.955 
23.949 
26.942 
29.936 

27.90 ii 9. i 7 j  
28.19 (1 8.1 0) 
28.49 (17.04) 
28.79 (15.97) 
29.09 (14.90) 
29.39 (13.84) 
29.69 (1 2.77) 
29.99 (1 1.71) 
30.29 (10.64) 
30.59 (9.58) 
31.19 (6.45) 
31.79 (3.32) 

32.98 2.95 
33.58 6.08 
35.08 13.90 
36.58 21.73 
38.07 29.56 
39.57 37.38 
41.07 45.21 
42.56 53.04 
45.56 68.69 
48.55 84.35 
51.54 100.00 
54.54 115.66 
57.53 131.31 

32.39 (0.19) 



Pima Utility Company -Water Division 
Test Year Ended December 31,2010 

Comparison of Proposed Rates to Computed Costs 
For a 1 Inch Residential Meter (With Required Operating Margin) 

Column Number--> 111 Ql m M 

Line 
& 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
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Pa m f!a fa 
(Col. 2 - Col. 8) 

Total 
Revenues 

minus 
Revenues Service Total Total 

Water Monthiv Demand Customer Line Meter Commoditv Charges Charges 
Usaqe Minimum Commodity Total 

0 $ 20.67 $ - $ 20.67 
1,000 
2.000 
3,000 
4,000 
5.000 
6.000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25.000 
30.000 
35,000 
40.000 
45,000 
50,000 
60,000 
70.000 
80,000 
90,000 

100,000 

20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 
20.67 

1.36 
2.73 
4.09 
5.46 
6.82 
8.19 
9.55 

10.92 
12.28 
13.65 
16.38 
19.11 
21.84 
24.57 
27.30 
34.12 
43.44 
52.77 
62.09 
71.41 
80.74 
99.39 

118.03 
136.68 
155.33 
173.98 

22.04 
23.40 
24.77 
26.13 
27.50 
28.86 
30.23 
31.59 
32.95 
34.32 
37.05 
39.78 
42.51 
45.24 
47.97 
54.79 
64.12 
73.44 
82.76 
92.09 

101.41 
120.06 
138.71 
157.35 
176.00 
194.65 

Charaes 
$ 18.16 

18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 
18.16 

Charms 
$ 16.31 

16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 
16.31 

Chames Charaes Charas- &Costs & Costs 
$ 9.23 $ 2.30 0 $ 45.99 .$ (25.32) 

9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 
9.23 

2.30 0.299 
2.30 0.599 
2.30 0.898 
2.30 1.197 
2.30 1.497 
2.30 1.796 
2.30 2.096 
2.30 2.395 
2.30 2.694 
2.30 2.994 
2.30 3.592 
2.30 4.191 
2.30 4.790 
2.30 5.388 
2.30 5.987 
2.30 7.484 
2.30 8.981 
2.30 10.478 
2.30 11.974 
2.30 13.471 
2.30 14.968 
2.30 17.962 
2.30 20.955 
2.30 23.949 
2.30 26.942 
2.30 29.936 

46.29 (24.26) 
46.59 (23.19) 
46.89 (22.13) 
47.19 (21.06) 
47.49 (1 9.99) 
47.79 (18.93) 

48.69 (15.73) 

48.09 (17.86) 
48.39 (16.80) 

48.99 (14.67) 
49.59 (12.54) 
50.18 (1 0.41) 

51.38 (6.14) 
51.98 (4.01) 
53.48 1.31 
54.97 9.14 
56.47 16.97 
59.97 24.79 
59.46 32.62 
60.96 40.45 
63.96 56.10 
66.95 71.76 
69.94 87.41 
72.94 103.07 
75.93 11 8.72 

50.76 (8.28) 



line 
m 
1 
2 
3 
4 
5 
6 
1 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
46 
49 
50 

Pima Utility Company -Water Division 
Revenue Summary 

TeslYearEndedDecember31.2010 
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Glasrilication 
518x34 Inch Resldenlial 
1 Inch Resaenlial 

518W4 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1 112 Inch Commercial 
2 Inch Commercial 

lnipsliin 
Irrigation - remvered emuenf 

SUMOUB o( Revenues 
Revenue Annualiitions: 
m x 3 4  Inch Residenlial 
1 Inch Resaenlial 

548x34 Inch Commercial 
314 Inch Cnmmerual 
1 Inch Commercial 
1 112 Inch Commercial 
2 Inch Commercial 

Irrigacian. recovered emuenl 
(behQs lo WBsIRlater Division) 

Subtotal Revenue Annualkalion 

Total Revenues wl Annualiutlon 
Mirc Revenues 
Recowlling Amount 
Total Revenues 

Total Total 
Revenues Revenuer 

.l a1 
Presenl Proposed Dollar Percent 
5&@ w c h a n q e  

I 1.274.912 I 1.795.627 I 520.715 40.84% 
116.781 169.973 53.192 45.55% 

I 25.431 I 42.022 I 16.591 65.24% 
1.819 3.038 1.218 66.98% 

28.761 44,012 15.251 53.03% 
10.567 15.582 5,015 47.45% 
208.085 321.587 113.501 54.55% 

310,134 600.523 290.390 93.63% 
7,324 7.324 0.00% 

5 1.983.814 I 2.999.688 I 1.015.873 51.21% 

I (464) I (628) I (163) 3520% 
1.345 1,894 549 40.60% 

(556) I (215) 62.64% 
0.00% 

390 574 184 47.21% 
(127) (172) (45) 35.32% 

I (343) I 

381 501 120 31.51% 

c7.324) c7.324) 0.00% 

(6.142) (5.712) 430 -7.00% 

I 1.977.673 f 2.993.976 I 1,016,103 51.39% 
7.261 7.261 O.W% 
(7.306) (45) 7.261 -99.38% 

5 1.977.628 $ 3.001.192 I 1.023.564 51.76% 

peconclliation lo GL Revenues 
Melered Revenues Per GL I 1.976.508 
AdjuNnenl- lnipalion Revenues 
Recoded on Sewer Books 2,314 

Adjusted Melered Revenues S 1.978.822 

Bill Count Rev. belore Annualiatwn 1.983.814 

% Dflerenoe 4 25% 

Acceptable Yes 

Difference f (4.992) 

Tolerance (+I- 0.5%) 5 9.894 

Percent 
oi  

Present 
Water 

Revenues 
64.47% 
5.91% 

1.29% 
0.09% 
1.45% 
0.53% 
10.52% 

15.68% 
0.37% 

100.31% 

-0.02% 
0.07% 

4.02% 
0.00% 
0.02% 
-0.01% 
0.02% 

4.37% 

4.31% 

100.00% 
0.37% 
4.37% 

lM).OO% 

Percent 
or 

Proposed 
Water 

W% 
5.66% 

1.40% 
0.10% 
1.47% 
0.52% 
10.72% 

m.oi% 
0.24% 

99.95% Additional 

4.02% (11) 
0.00% 0 
0.02% 6 
4.01% (2) 
0.02% 5 

-0.24% (12) 

4.29% (28) 

99.76% 
0.24% 
0.00% 

100.00% 

Addl(ional 
Gallans 

(265.673) 
179.482 

(285.257) 

286.139 
(83.1 92) 
244.063 

(21.544.200) 

(21,468,639) 



Pima Utility Company -Water Division 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31. 2010 
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(a) 
Average 

Number of 
Customer Customers Averaqe Bill PrODOSed Increase Percent 

Line Ciassification at Average Preseni PiopoSScl Col!ar Percent Gf 
- No. andlor Meter Size 12/31/2010 ConsumDtion - Rates - Rates Amount Amount Customers 

1 518x314 Inch Residential 9,747 6,395 $ 10.66 $ 14.49 5 3.83 35.91% 95.87% 
2 1 Inch Residential 220 28.258 44.00 60.87 16.87 38.34% 2.17% 
3 
4 
5 
6 
7 
8 
9 

I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

518x314 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1 112 Inch Commercial 
2 Inch Commercial 

Irrigation 

Totals 

Actual Year End Number 
of Customers: 

63 27,442 $ 32.82 53.54 20.72 63.14% 0.62% 
4 31.484 37.18 61.07 23.89 64.26% 0.04% 

46 35,570 51.90 74.50 22.61 43.56% 0.45% 

72 51.537 79.14 103.93 24.79 31.32% 0.71% 

4 15.854.381 $ 5,851.58 $ 11,330.63 $ 5.479.05 93.63% 0.04% 

11 55,541 78.46 105.70 27.24 34.72% 0.11% 

10,167 

10.188 

100.00% 



! 

Customer 
Line Classification - No. and/or Meter Size 

1 5/8x3/4 Inch Residential 
2 1 Inch Residential 
3 
4 5/8x3/4 Inch Commercial 
5 314 Inch Commercial 
6 1 Inch Commercial 
7 1 1/2 Inch Commercial 
8 2lnch Commercial 
9 
10 Irrigation 
11 
12 
13 
14 
15 
16 
17 Totals 
18 
19 Actual Year End Number 
20 of Customers: 
21 
22 
23 
24 

Pima Utility Company -Water Division 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31, 2010 

Exhibit 
Schedule H-2 
Page 2 
Wtness: Bourassa 

(a) 
Average 

Number of 
Customers Median Bil l ProDosed Increase Percent 

12/31/2010 Consumption - Rates Rates Amount Amount Customers 
at Median Present Proposed Dollar Percent of 

- 
9,747 4.500 $ 8.92 $ 11.91 $ 2.99 33.47% 95.87% 

220 22,500 37.78 51.38 13.60 36.00% 2.17% 

63 6,500 $ 10.76 $ 16.24 $ 5.48 50.89% 0.62% 
4 4,500 $ 8.92 $ 13.51 4.59 51.41% 0.04% 

11 32,500 53.58 71.49 17.91 33.42% 0.11% 
46 11,000 $ 25.36 $ 35.68 10.32 40.71% 0.45% 

72 65,000 93.68 122.30 28.62 30.55% 0.71% 

4 8,864,900 $ 3.335.36 $ 6,437.99 $ 3,102.63 93.02% 0.04% 

10,167 

10.188 

100.00% 



Line 
- No. 
1 
2 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Present and Proposed Rates 

Monthly Usage Charge for: 
Meter Size (All Classesl: 
5/8x3/4 Inch 
314 Inch 
1 Inch 
1 lRlnch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

lnigalion 

Gallons In Minimum (All Classes. except irrigation) 

Ganons In Minimum lIrnaation] 

5 

Present 
Rates - 

570 $ 
5.70 

k1.00 
21.00 
26.00 
40.00 
52.00 

100.00 

180.00 

1 ,000 

loo.000 

Proposed 
- Rates ChanRe 

7.36 $ 1.66 
736 1.66 

20 67 4.67 
27.13 6.13 
33.59 7.59 
51.68 11.68 
67.18 15.18 

1m.m 29.20 

232.56 52.56 

Block - Commodih Rates 

5/8x3/4 Inch (All Classes) 

5/8x3/4 Inch - Residential 

5/8x3/4 Inch - Commeraal 

3/4 Inch Meter (All Classes) 

3 4  Inch Meler - Residential 

314 Inch Meter - Commerual 

NT = No Tariff 

Over Minimum up to 10,000 gallons 
Over 10,MH) gallons 

1 gallons to 4,000 gallons 
4.001 gallons to 10.000 gallons 
over 1O.KM gallons 

1 gallons to 10,WO gallons 
over 10,000 gallons 

Over Minimum up to 10,000 gallons 
Over 10,000 gallons 

1 gallons to 4,000 gallons 
4.001 gallons to 10.000 gallons 
over 10.000 gallons 

1 gallons to 10,000 gallons 
over 10,Mx) gallons 

(Per 1.000 gallons) 
Present Proposed 

Rate - Rate - 

s 096 

Exhibit 
Schedule H-3 
Page 1 

Percent 
Chanqe 

29.20% 
29.20% 
29.20% 
29.20% 
29.20% 
29.20% 
29.20% 
29.20% 

29.20% 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Commoditv Rates 
1 Inch Meter (All classes) 

Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Present and Proposed Rates 

Exhibit 
Schedule H-3 
Page 2 

(Per 1.OOO gallons) 
Present Proposed 

Block - Rate Rate 
=Minimum up to 10.000 gallons S 0 92 
Over 1O.OOO gallons f 1 08 

1 Inch Meter - Residential. Commercial 1 gallons to 25.000 gallons s 136 
over 25,000 gallons 

Over Minimum up to 10.000 gallons 
Over 10.W gallons 

1 gallons to 5O.OOO gallons 
over 50,000 gallons 

1 5 Inch Meter (All classes. except imgabon) S 

1 5 Inch Meter - Residential. Commerual 

2 Inch Meter (All classes. except irngation) Over Minimum up to 10,000 gallons 
Over 1O.OOO gallons 

S 

2 Inch Meter ~ Residenllal. Commerual 1 gallons to 80,000 gallons S 136 
over 8O.ooO gallons 

3 Inch Meter (All classes. except imgation) Over Minimum up to 10,OOO gallons 
Over 10.000 gallons 

5 

3 Inch Meter - Residential. Commerual 1 gallons to 160.000 gallons s 136 
over 160.000 gallons 

Over Minimum up to 10.000 gallons 
Over 1O.ooO gallons 

1 gallons to 250.W gallons 
over 250.000 gallons 

4 Inch Meter (All classes. except imgation) t 

4 Inch Meter - Residential. Commerual 

6 Inch Meter (All classes. except imgatim) Over Mimum up to 1O.ooO gallons 
Over 10,000 gallons 

1 gallons lo 500.000 gallons 
over 500,OOO gallons 

S 

6 Inch Meter - Residential. Commerual 

lnigation (all meter sues) Over Minimum I 0.36 S 0.70 

ConstrucliodSlandpipe All gallons NT S 0.70 

44 NT=NOTanff 



Pima Utility Company ~ Water Division 
Present and Proposed Rates 

Test Year Ended December 31.2010 

Line 
No - 
1- 
2 Present Proposed 
3 Present Meter Proposed Meter 
4 Service Install- Total Service Install- Total 
5 Line ation Present Line ation Proposed 

Etablishxent NT 
Reestablishment (within 12 months) 
Rewnnedion (Deliquent) NT 

Meter Re-read (if cored) 0 25.00 
Meter Test ( i  conect) a 20.00 

6 
7 5/8x3/4 Inch 
8 3MInch 
9 l lnch  
10 1 l n l n c h  
11 2lnchTurbo 
12 2 Inch. Compound 

14 3 Inch. compound 
15 4lnchTurbo 
16 4 Inch. compound 

13 3lnchTuho 

17 6lnchTuho 
18 6 Inch. compound 

Charqe 
NT 
NT 
NT 
NT 
NT 
NT 
NT 
NT 
NT 
NT 
NT 
NT 

19 
20 
21 NT=NoTariff 
22 
23 Other Chames: 
24 

' Based on ACC Staff Engineering Memo dated Feburary 21.2008 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 

Charae 
$ 385.00 

415.00 
465.00 
520.00 
800.00 
800.00 

1.015.00 
1.135.00 
1,430.00 
1.610.00 
2,150.00 
2,270.00 

$ 15.00 
Deferred Payment, per month 1.5% 
Late Payment Fee (per month) 1.5% 
After hours service charge NT 

I I -I 

Charqe 
$ 135.00 

205.00 
265.00 
475.00 
995.00 

1,840.00 
1.620.00 
2,495.00 
2,570.00 
3,545 00 
4,925.00 
6,820.00 

Q@@Q 
$ 52000 

620 00 
730 00 
995 00 

1,795 00 
2,640 00 
2.635 00 
3,630 00 
4.000 00 
5,155 00 
7.075 00 
9,090 M) 

1.5% 
E 50.00 

Exl7ibfl 
Schedule H-3 
Page 3 
Wllness: Bourassa 

44 
45 
46 
47 NT=NoTanff 

* Number of monlhs off the system times the monthly minimum 
** Per Rule R14-2403 B 



Pima Utility Company -Water Division 
Bill Comparison of Present and Proposed Rates 

Test Year Ended December 31,2010 
(Excludes all Revenue Related Taxes) 

Customer Classification Residential 5/8x3/4 Inch Meter 

Present Proposed Dollar 
Usaqe - Bill - Bill Increase 

1,000 
2.000 
3.000 
4,000 
5,000 
6,000 
7.000 
8.000 
9,000 

10,000 
12,000 
14,000 
16.000 
18,000 
20,000 
25,000 
30.000 
35,000 
40.000 
45,000 
50.000 
60.000 
70,000 
80,000 
90,000 

100.000 

$ 5.70 
5.70 
6.62 
7.54 
8.46 
9.38 

10.30 
11.22 
12.14 
13.06 
13.98 
16.14 
18.30 
20.46 
22.62 
24.78 
30.18 
35.58 
40.98 
46.38 
51.78 
57.18 
67.98 
78.78 
89.58 

100.38 
111.18 

$ 7.36 $ 
8.33 $ 
9.29 $ 

10.26 $ 
11.22 $ 
12.59 $ 
13.95 $ 
15.32 $ 
16.68 $ 
18.05 $ 
19.41 $ 
23.14 $ 
26.87 $ 
30.60 $ 
34.33 $ 
38.06 $ 
47.38 $ 
56.71 $ 
66.03 $ 
75.36 $ 
84.68 $ 
94.00 $ 

112.65 $ 
131.30 $ 
149.95 $ 
168.59 $ 
187.24 $ 

Average Usage 

Median Usage 
6.395 $ 10.66 $ 14.49 $ 

4,500 $ 8.92 $ 11.91 $ 

1.66 
2.63 
2.67 
2.72 
2.76 
3.21 
3.65 
4.10 
4.54 
4.99 
5.43 
7.00 
8.57 

10.14 
11.71 
13.28 
17.20 
21.13 
25.05 
28.98 
32.90 
36.82 
44.67 
52.52 
60.37 
68.21 
76.06 

3.83 

2.99 

Percent 
Increase 

29.20% 
46.13% 
40.39% 
36.06% 
32.67% 
34.20% 
35.47% 
36.52% 
37.42% 
38.19% 
38.86% 
43.38% 
46.84% 
49.56% 
51.77% 
53.59% 
57.00% 
59.38% 
61.13% 
62.47% 
63.54% 
64.40% 
65.71% 
66.66% 
67.39% 
67.96% 
68.41% 

35.91% 

33.47% 

Exhibit 
Schedule H4 
Page 1 
Witness: Bourassa 

Present Rates: 
Monthly Minimum: 16 
Gallons in Minimum 
Charge Per 1,000 Gallons 
u p  to 10.000 $ 
Over 10,000 $ 

Proposed Rates: 

Gallons in Minimum 
Charge Per 1.000 Gallons 
u p  to 4,000 $ 
u p  to 10.000 $ 
Over 10,000 $ 

Monthly Minimum: $ 

5.70 
1,000 

0.92 
1.08 

7.36 

0.96 
1.36 
1.86 



Pima Utility Company -Water Division 
Bill Comparison of Present and Proposed Rates 
Customer Classification 

Test Year Ended December 31.2010 
(Excludes all Revenue Related Taxes) 

Residential 1 Inch Meter 

Exhibit 
Schedule H-4 
Page 2 
Witness: Bourassa 

Usane 

1,000 
2,000 
3,000 
4,000 
5.000 
6,000 
7.000 
8,000 
9,000 

10,000 
12,000 
14.000 
16,000 
18.000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80.000 
90,000 

100,000 

Present Proposed Dollar 

$ 16.00 $ 20.67 $ 4.67 
Bill Bill Increase 

16.00 
16.92 
17.84 
18.76 
19.68 
20.60 
21.52 
22.44 
23.36 
24.28 
26.44 
28.60 
30.76 
32.92 
35.08 
40.48 
45.88 
51.28 
56.68 
62.08 
67.48 
78.28 
89.08 
99.88 

110.68 
121.48 

22.04 $ 6.04 
23.40 $ 6.48 
24.77 $ 6.93 
26.13 $ 7.37 
27.50 $ 7.82 
28.86 $ 8.26 
30.23 $ 8.71 
31.59 $ 9.15 
32.95 $ 9.59 
34.32 $ 10.04 
37.05 $ 10.61 
39.78 $ 11.18 
42.51 $ 11.75 
45.24 $ 12.32 
47.97 $ 12.89 
54.79 $ 14.31 
64.12 $ 18.24 
73.44 $ 22.16 
82.76 $ 26.08 
92.09 $ 30.01 

101.41 $ 33.93 
120.06 $ 41.78 
138.71 $ 49.63 
157.35 $ 57.47 
176.00 $ 65.32 
194.65 $ 73.17 

Average Usage 

Median Usage 
28.258 $ 44.00 $ 60.87 $ 16.87 

22.500 $ 37.78 $ 51.38 $ 13.60 

Percent 
Increase 

29.20% 
37.73% 
38.31% 
38.82% 
39.29% 
39.71% 
40.10% 
40.45% 
40.78% 
41.07% 
41.35% 
40.13% 
39.09% 
38.19% 
37.42% 
36.74% 
35.35% 
39.75% 
43.21% 
46.02% 
48.34% 
50.28% 
53.37% 
55.71% 
57.54% 
59.02% 
60.23% 

38.34% 

36.00% 

Present Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1,000 Gallons 
up to 10,000 $ 
Over 10,000 $ 

Proposed Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1,000 Gallons 
up to 25,000 $ 
Over 25.000 $ 

16.00 
1,000 

0.92 
1.08 

20.67 

1.36 
1.86 



Pima Utility Company -Water Division 
Bill Comparison of Present and Proposed Rates 

Test Year Ended December 31,2010 
(Exdudes all Revenue Related Taxes) 

Customer Classification Commercial 5/8x3/4 Inch Meter 

Present Proposed Dollar 
Usaqe - Bill Bill Increase 

- $ 5.70 $ 7 . 3 6  $ 
1,000 5.70 
2,000 6.62 
3.000 7.54 
4,000 8.46 
5,000 9.38 
6,000 10.30 
7,000 11.22 
8,000 12.14 
9,000 13.06 

10,000 13.98 
12,000 16.14 
14,000 18.30 
16,000 20.46 
18,000 22.62 
20,000 24.78 
25,000 30.18 
30,000 35.58 
35,000 40.98 
40,000 46.38 
45,000 51.78 
50,000 57.18 
60,000 67.98 

80,000 89.58 
90,000 100.38 

100,000 111.18 

70.000 78.78 

Average Usage 

8.73 $ 
10.09 $ 
11.46 $ 
12.82 $ 
14.19 $ 
15.55 $ 
16.92 $ 

19.65 $ 
21.01 $ 
24.74 $ 
28.47 $ 
32.20 $ 
35.93 $ 
39.66 $ 

18.28 $ 

48.98 $ 
58.31 $ 

86.28 $ 

67.63 $ 
76.96 $ 

95.60 $ 
114.25 $ 
132.90 $ 
151.55 $ 
170.19 $ 
188.84 $ 

27.442 f 32.82 $ 53.54 $ 

6,500 $ 10.76 $ 16.24 $ 
Median Usage 

1.66 
3.03 
3.47 
3.92 
4.36 

5.25 
5.70 
6.14 
6.59 
7.03 
8.60 

10.17 
11.74 
13.31 
14.88 
18.80 
22.73 
26.65 
30.58 
34.50 
38.42 
46.27 
54.12 
61.97 
69.81 
77.66 

4.81 

20.72 

5.48 

Percent 
Increase 

29.20% 
53.14% 
52.48% 
51.97% 
51.58% 
51.26% 
51 .OO% 

50.60% 

50.30% 
53.29% 
55.58% 
57.38% 

60.05% 
62.31% 
63.88% 
65.04% 
65.92% 
66.63% 
67.20% 
68.07% 

69.17% 
69.55% 

50.78% 

50.44% 

58.84% 

68.70% 

69.85% 

63.1 4% 

50.89% 

Exhibit 
Schedule H-4 
Page 1 
Witness: Bourassa 

Present Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1,000 Gallons 
up to 10,000 $ 
Over 10,000 $ 

Proposed Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge f e r  1,000 Gallons 
up to 10,000 $ 
Over 10,000 $ 

5.70 
1,000 

0.92 
1.08 

7.36 

1.36 
1.86 



Pima Utility Company - Water Division Exhibit 
Bill Comparison of Present and Proposed Rates Schedule H-4 
Customer Classification Commercial 3/4 Inch Meter Page 4 

Test Year Ended December 31,2010 
(Exdudes all Revenue Related Taxes) 

Present 
- Bill 

- $ 5.70 
1,000 5.70 
2,000 6.62 
3,000 7.54 
4.000 8.46 
5,000 9.38 
6,000 10.30 
7,000 11.22 
8,000 12.14 
9,000 13.06 

10,000 13.98 
12,000 16.14 
14.000 18.30 
16.000 20.46 
18,000 22.62 
20,000 24.78 
25.000 30.18 
30,000 35.58 
35.000 40.98 
40,000 46.38 
45,000 51.78 
50,000 57.18 
60,000 67.98 
70.000 78.78 
80,000 89.58 
90,000 100.38 

100.000 111.18 

Prooosed Dollar 
- Bill Increase 

8 7.36 $ 1.66 
8.73 s 

10.09 $ 
11.46 $ 
12.82 $ 
14.19 $ 
15.55 $ 
16.92 $ 
18.28 $ 
19.65 $ 
21.01 $ 
24.74 $ 
28.47 $ 
32.20 $ 
35.93 $ 
39.66 $ 
48.98 $ 
58.31 $ 
67.63 $ 
76.96 $ 
86.28 $ 
95.60 $ 

114.25 $ 
132.90 $ 
151.55 $ 
170.19 $ 
188.84 $ 

Average Usage 

Median Usage 
31,484 $ 37.18 $ 61.07 $ 

4,500 $ 8.92 $ 13.51 $ 

3.03 
3.47 
3.92 
4.36 
4.81 
5.25 
5.70 
6.14 
6.59 
7.03 
8.60 

10.17 
11.74 
13.31 
14.88 
18.80 
22.73 
26.65 
30.58 
34.50 
38.42 
46.27 
54.12 
61.97 
69.81 
77.66 

23.89 

4.59 

Percent 
Increase 

29.20% 
53.14% 
52.48% 
51.97% 
51.58% 
51.26% 
51 .OO% 
50.78% 
50.60% 
50.44% 
50.30% 
53.29% 
55.58% 
57.38% 
58.84% 
60.05% 
62.3 1 % 
63.88% 
65.04% 
65.92% 
66.63% 
67.20% 
68.07% 
68.70% 
69.17% 
69.55% 
69.85% 

64.26% 

51.41% 

Winess: Bourassa 

Present Rates: 
Monthly Minimum: $ 5.70 
Gallons in Minimum 1,000 
Charge Per 1,000 Gallons 
up  to 10,000 $ 0.92 
Over 10,000 $ 1.08 

Proposed Rates: 
Monthly Minimum: $ 7.36 
Gallons in Minimum 
Charge Per 1,000 Gallons 
u p  to 10,000 $ 1.36 
Over 10,000 $ 1.86 



Pima Utility Company -Water Division Exhibit 
Bill Comparison of Present and Proposed Rates Schedule H-4 
Customer Classification Commercial 1 Inch Meter Page 5 

Test Year Ended December 31.2010 

Present Proposed Dollar Percent 
Usaqe 

1,000 
2.000 
3.000 
4,000 
5.000 
6.000 
7,000 
8,000 
9,000 
10,000 
12,000 
14,000 
16.000 
18.000 
20,000 
25,000 
30.000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80,000 
90,000 
100,000 

- $  

Average Usage 
35.570 $ 

Median Usage 

- Bill 
16.00 
16.00 
16.92 
17.84 
18.76 
19.68 
20.60 
21.52 
22.44 
23.36 
24.28 
26.44 
28.60 
30.76 
32.92 
35.08 
40.48 

51.28 
56.68 
62.08 
67.48 
78.28 
89.08 
99.88 
110.68 
121.48 

45.88 

Sill increase 
$ 20.67 $4.67 

22.04 $ 6.04 
23.40 $ 6.48 
24.77 $ 6.93 
26.13 $ 7.37 
27.50 $ 7.82 

30.23 $ 8.71 
31.59 $ 9.15 
32.95 $ 9.59 
34.32 $ 10.04 
37.05 8 10.61 
39.78 $ 11.18 
42.51 $ 11.75 
45.24 16 12.32 
47.97 $ 12.89 
54.79 $ 14.31 

73.44 $ 22.16 
82.76 $ 26.08 
92.09 $ 30.01 
101.41 $ 33.93 
120.06 $ 41.78 
138.71 $ 49.63 
157.35 $ 57.47 
176.00 $ 65.32 
194.65 $ 73.17 

28.86 $ 8.26 

64.12 18.24 

Increase 
29.20% 
37.73% 

38.82% 
39.29% 
39.71% 
40.10% 
40.45% 
40.78% 
41.07% 
41.35% 
40.13% 
39.09% 
38.19% 
37.42% 
36.74% 
35.35% 
39.75% 
43.21% 
46.02% 
48.34% 
50.28% 
53.37% 
55.71% 
57.54% 
59.02% 
60.23% 

38.31% 

51.90 $ 74.50 $ 22.61 43.56% 

Witness: Bourassa 

Present Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1,000 Gallons 
up to 10,000 $ 
Over 10,000 $ 

Proposed Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1.000 Gatlons 
up to 25,000 $ 
Over 25,000 $ 

16.00 
1,000 

0.92 
1.08 

20.67 

1.36 
1.86 

11,000 $ 25.36 $ 35.68 $ 10.32 40.71% 



Pima Utility Company -Water Division 
Bill Comparison of Present and Proposed Rates 
Customer Classification 

Exhibit 
Schedule H-4 

Commercial 1 1/2 Inch Meter Page 6 
Test Year Ended December 31,2010 

Present Proposed Dollar Percent 
Bill Bill Increase Increase Usaqe - 

- $ 21.00 $ 7 . 1 3  $ 6.13 29.20% 
1,000 21.00 
2,000 21.92 
3.000 22.84 
4.000 23.76 
5,000 24.68 
6,000 25.60 
7.000 26.52 
8,000 27.44 
9,000 28.36 

10.000 29.28 
12,000 31.44 
14,000 33.60 
16.000 35.76 
18,000 37.92 
20,000 40.08 
25.000 45.48 

35.000 56.28 
40.000 61.68 
45.000 67.08 
50.000 72.48 
60.000 83.28 
70,000 94.08 
80.000 104.88 
90,000 115.68 

100,000 126.48 

30.000 50.88 

Average Usage 

28.50 $ 7.50 
29.86 $ 7.94 
31.23 $ 8.39 
32.59 $ 8.83 
33.96 $ 9.28 
35.32 $ 9.72 
36.69 $ 10.17 
38.05 $ 10.61 
39.41 $ 11.05 
40.78 $ 11.50 
43.51 $ 12.07 
46.24 $ 12.64 
48.97 $ 13.21 
51.70 $ 13.78 
54.43 8 14.35 
61.25 $ 15.77 
68.08 $ 17.20 
74.90 $ 18.62 
81.72 $ 20.04 
88.55 $ 21.47 
95.37 $ 22.89 

114.02 $ 30.74 
132.67 $ 38.59 
151.31 $ 46.43 
169.96 $ 54.28 
188.61 $ 62.13 

35.70% 
36.23% 
36.72% 
37.17% 
37.58% 
37.97% 
38.33% 
38.67% 
38.98% 
39.28% 
38.39% 
37.62% 
36.94% 
36.33% 
35.80% 
34.68% 
33.80% 
33.08% 
32.50% 
32.00% 
31.58% 
36.91% 
41.01% 
44.27% 
46.92% 
49.12% 

Wltness: Bourassa 

Present Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1,000 Gallons 
up to 10.000 $ 
Over 10,000 $ 

Proposed Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1.000 Gallons 
up to 50.000 $ 
Over 50,000 $ 

21.00 
1.000 

0.92 
1.08 

27.13 

1.36 
1.86 

55.541 16 78.46 $ 105.70 $ 27.24 34.72% 

32.500 $ 53.58 $ 71.49 $ 17.91 33.42% 
Median Usage 



Pima Utility Company -Water Division 
Bill Comparison of Present and Proposed Rates 
Customer Classification Commerical2 Inch Meter 

Test Year Ended December31.2010 

Present Proposed Dollar Percent 
Usaae - Bill Bill Increase Increase 

- $ 26.00 $ 33.59 $ 7.59 29.20% 
1,000 26.00 
2,000 26.92 
3,000 27.84 
4,000 28.76 
5,000 29.68 
6.000 30.60 
7,000 31.52 
8,000 32.44 
9,000 33.36 

10,000 34.28 
12,000 36.44 
14,000 38.60 
16,000 40.76 
18,000 42.92 
20,000 45.08 
25.000 50.48 
30.000 55.88 
35,000 61.28 
40.000 66.68 
45,000 72.08 
50,000 77.48 
60,000 88.28 
70,000 99.08 
80,000 109.88 
90,000 120.68 

100.000 131.48 

Average Usage 

Median Usaae 
51,537 $ 79.14 

34.96 $ 8.96 
36.32 $ 9.40 
37.69 16 9.85 
39.05 $ 10.29 
40.42 $ 10.74 
41.78 $ 11.18 
43.15 $ 11.63 
44.51 $ 12.07 
45.87 $ 12.51 
47.24 $ 12.96 
49.97 $ 13.53 
52.70 $ 14.10 
55.43 16 14.67 
58.16 $ 15.24 
60.89 $ 15.81 
67.71 $ 17.23 
74.54 $ 18.66 
81.36 $ 20.08 
88.18 $ 21.50 
95.01 $ 22.93 

101.83 $ 24.35 
115.48 $ 27.20 
129.13 $ 30.05 
142.77 $ 32.89 
161.42 $ 40.74 
180.07 $ 48.59 

34.45% 
34.92% 
35.37% 
35.78% 
36.17% 
36.54% 
36.88% 
37.21% 
37.51% 
37.81% 
37.13% 
36.53% 
35.99% 
35.50% 
35.07% 
34.13% 
33.38% 
32.77% 
32.25% 
31.81% 
31.43% 
30.81% 
30.33% 
29.94% 
33.76% 
36.96% 

$ 103.93 $ 24.79 31.32% 

Exhibit 
Schedule H 4 -  
Page 7 
Witness: Bourassa 

Present Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1,000 Gallons 
up to 10,000 $ 
Over 10,000 $ 

Proposed Rates: 
Monthly Minimum: $ 
Gallons in Minimum 
Charge Per 1.000 Gallons 
up to 80,000 $ 
Over 80,000 $ 

26.00 
1,000 

0.92 
1.08 

33.59 

1.36 
1.86 

65,000 $ 93.68 $ 122.30 $ 28.62 30.55% 



Pima Utility Company - Water Division 
Bill Comparison of Present and Proposed Rates 

Test Year Ended December 31,2010 
Customer Classification Irrigation 

Usage 

10,000 
20,000 
30,000 
40,000 
50,000 

100,000 
150,000 
200,000 
250,000 
300,000 
350,000 
400,000 
450,000 
500,000 

1,000,000 
1,500,000 
2,000,000 
2,500,000 
3,000,000 
3,500,000 
4,000,000 
4.500.000 
5,000,000 

10,000,000 
15,000,000 
20.000.000 

Present 
- Bill 

$ 180.00 
180.00 
180.00 
180.00 
180.00 
180.00 
180.00 
198.00 
216.00 
234.00 
252.00 
270.00 
288.00 
306.00 
324.00 
504.00 
684.00 
864.00 

1,044.00 
1,224.00 
1,404.00 
1,584.00 

1,944.00 
3,744.00 
5.544.00 
7,344.00 

1 ^ A  ,.,. 
I ,704.UU 

Average Usage 

Median Usage 
15.854.381 $ 5.851.58 

Proposed Dollar 
- Bill Increase 

$ 232.56 $ 
239.56 $ 
246.56 $ 
253.56 $ 
260.56 $ 
267.56 $ 
302.56 $ 
337.56 $ 
372.56 $ 
407.56 $ 
442.56 $ 
477.56 $ 
512.56 $ 
547.56 $ 
582.56 $ 
932.56 $ 

1.282.56 $ 
1.632.56 $ 
1.982.56 $ 
2,332.56 $ 
2,682.56 $ 
3,032.56 $ 
3,382.56 $ 
3,732.56 $ 
7.232.56 $ 

10,732.56 $ 
14,232.56 $ 

52 56 
59.56 
66.56 
73.56 
80.56 
87.56 

122.56 
139 56 
156.56 
173.56 
190.56 
207.56 
224.56 
241.56 
258.56 
428.56 
598.56 
768.56 
938.56 

1,108.56 
1.278.56 
1.448.56 
1 . 0  10.d)o 

1.788.56 
3,488.56 
5.188.56 
6.888.56 

a m . 0  C,. 

5,479.05 

8.864.900 $ 3,335.36 $ 6,437.99 $ 3.102.63 

Percent 
Increase 

29.20% 
33.09% 
36.98% 
40.87% 
44.76% 
48.64% 
68.09% 
70.48% 
72.48% 
74.17% 
75.62% 
76.87% 
77.97% 
78.94% 
79.80% 
85.03% 
87.51% 
88.95% 
89.90% 
90.57% 
91.07% 
91.45% 
91.76% 
92.00% 
93.18% 
93.59% 
93.80% 

93.63% 

93.02% 

Exhibit 
Schedule H-4 
Page 8 
Witness: Bourassa 

Present Rates: 
Monthly Minimum: 
Gallons in Minimum 
Charge Per 1,000 Gallons 
All Gallons 

Proposed Rates: 
Monthly Minimum: 
Gallons in Minimum 
Charge Per 1,000 Gallons 
All Gallons 

180.00 
100,000 

0.36 

232.56 

0.70 



Pima lltiliw Company - Water Division 
lest Year Ended December 31.2010 

Exhibit 
Sdtedule n5 
Page 1 
Wlness: Bwrassa 

Month Month Manth 

Customer Classification Residential 58x34 Inch Meler 

Month 
Usage of 

To: - Jan 
233 

1,000 427 
2.000 771 
3.000 1.153 
4.000 1.423 
5.000 1,375 
6.000 1.132 
7 . m  864 
8,000 633 
9,000 433 
lo.m 350 
12.000 380 
14.000 177 
16.000 134 
18,000 68 
20.000 52 
25,000 76 
3o.m 22 
35.000 10 
40.000 8 
45.000 10 
50,000 1 
80.000 6 
70.000 4 
80.000 1 
90.m 1 

100.000 2 
213,190 1 
258.550 1 
104,500 ~ 

111.780 ~ 

241,420 - 
355.740 - 
111.750 - 
121,200 - 
166,810 - 
121.750 - 
140.810 - 
153.210 - 
163.180 - 
100.790 - 
105,250 - 
111,540 - 
147.600 - 
185.710 - 
100.250 - 
106.130 - 
108.570 - 
140.460 - 
155.890 - 

123.790 - 

Month Month 
of 
- Mar 

234 
431 
804 

1.055 
1.392 
1,331 
1.192 

911 
650 
488 
308 
419 
186 

Month 
Of 

Month 
of 

Month Month 
Of 

Monlh cumul- 
ative 

Month CUrnl- 
alive 

Gals (1.000s) 
Usage 
From 

Of 
Feb - 

234 
398 

Of 

305 
721 

of 
- Jul 

423 
794 

Of Of of 

392 381 335 
749 706 517 

Of 

m 
358 
607 

Tdal 
&r 

267 
465 

Jun 
361 
784 

&!&I 
425 
878 

Year 
3.948 
7.477 

rn 
3.948 

11.425 3.742 
18.131 
47.779 
94,147 

151.685 
213,748 
274.670 
331,209 
379.492 
423.764 
492.990 
544.732 
584.499 
614.097 
637.258 
677.309 
699.859 
712,242 
719,930 
725.200 
729.712 

738.432 
740,532 
742.147 
743.192 
743.406 
743,664 
743.769 
743.881 
744,122 
744.478 
744,589 
744.711 
744.834 
745.001 
745.123 
745.264 
745,417 
745.580 
745.681 
745.786 
745.898 
746,045 
746.231 
746,331 
746.437 
746.546 
746.686 
746.842 

735.377 

1 
1,001 
2.001 
3,001 
4.001 
5.001 
6.001 
7.001 
8.001 
9.001 

10.001 
12.001 
14.001 
16.001 
18,001 
20,001 
25,001 
30,001 
35,001 
40.001 
45.001 
50.001 
60.001 
70.001 
80,001 
90.001 

213.190 
258.550 
104,500 
111.780 
241.420 
355.740 
1??.75(! 
121.200 
123,790 
166,810 
121.750 
140,810 
153.210 
163,180 
100.790 
105.250 
111,540 
147 .m 
185.710 
100.250 
106.130 
108.570 
140,460 
155.890 

821 
1,193 
1,421 
1.403 
1,153 

853 
646 
423 
326 
341 
191 
116 
70 
43 
49 
26 
14 
5 
7 
2 
3 
3 
1 
1 
2 

738 
963 

1.113 
1.117 
1,018 

905 
695 
542 
431 
572 
338 

857 
984 

1.008 
946 
892 
730 
654 
439 
426 

800 
865 
672 
872 
790 
668 
596 
479 
413 
628 
435 

846 
869 
887 
838 
745 
673 
556 
452 
428 
551 
441 
305 
228 
160 
244 
136 
53 
32 
26 
16 
14 
11 

3 
1 

786 
910 
929 
801 
764 
868 
542 
478 
404 
593 
40 1 
280 
224 
135 
227 
1 07 
64 
28 
18 
22 

764 856 649 
868 971 907 
834 1.063 1.005 
862 980 1.069 
759 890 963 
884 749 848 
618 602 715 
494 469 546 
414 389 440 
619 562 583 
478 364 367 
325 217 240 
224 143 144 
158 93 115 
231 156 148 
99 72 67 
58 23 31 
30 25 13 
16 8 10 
13 8 8  
15 7 10 
9 3 -  
4 1 1 
2 2 1  
2 1 

1 
1 
1 
1 
1 

897 
1,099 
1.299 
1.191 

985 
799 
631 
437 
331 
432 
234 
145 
85 
68 
82 
34 
8 
6 
4 
3 
4 

9.589 
11.857 
13,246 
12,765 
11.283 

21.014 
32.871 
46,117 
58.902 
70,185 
79.557 
87.095 

9.372 
7.538 
5,680 
4.560 
6.293 
3.980 
2.651 
1.741 
1,219 
1.780 

820 
381 
205 
124 
95 

103 
47 
28 
19 
11 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

92.775 
97.435 

613 
368 

103.728 
107.708 
110,359 
112.100 
113,319 
115.099 
115.919 
116.3W 
116,505 
116,629 
116.724 
116.827 
116.874 
116.902 
116.921 
116,932 
116,933 
116,934 
116.935 
116.936 
116,937 
116.938 
116.939 
116.940 
116.941 
116.942 
116.943 
116.944 
116.945 
116.946 
116.947 
116.948 
116.949 
116.950 
116.951 
116.952 
116.953 
116.954 
116.955 
116.955 

133 
78 

202 
121 

238 
144 
117 
169 
72 
23 
13 
10 
10 
4 
3 
3 
1 

316 
212 

38 
61 

13 
4 

26 

82 
105 
41 
18 
12 
4 
1 
7 
2 
3 
1 
1 

158 
232 
118 
66 
29 
11 
10 1 

1 14 
7 

18 
5 

3 6 
5 
2 

2 
1 3 

1 

1 
1 
1 

I 
1 



usage 
F r o m  
221.260 
100.480 
103.850 
213.940 
388,960 
102,210 
104.090 

Pima Utility Company -Water Division 
Tesl Year Ended December 31.2010 

Customer Classification Residential 548x34 Inch Meler 

Month 
Usage of 

To: &! 
221.260 ~ 

100.480 - 
103.850 - 
213.940 . 
380.960 - 
102,210 - 
104.090 

Month Month Monlh 
Of of Of 

- Feb &r & 

Month Month Month 
Of Of Of 

&y Jun Jul 

Month 
Of 

Exhibit 
Schedule H-5 
Page 1 
Wilness Bourasra 

Month Monlh Month 
Of Of of 

Ld NOv 
1 -  

1 -  
1 -  
1 -  
1 -  

Month 

- Deem 
of Total 

1 
1 
1 
1 
1 

1 1 

Totals 9.748 9,745 9,762 9.765 9.752 9.742 9.736 9.745 9.747 9,744 9.733 9.743 116.962 
6.398 Average V s a ~  

Median Usage 4.5w 
Average # Customers 9.747 
Change in Number of Customers (5) 

Cumul- CumuC 
abve alive 

Gals f1.oOOsl 
116,957 747.064 
116.958 747.164 
116.959 747.268 
116.9W 747.482 
116.961 747.871 
116,962 747.973 
116.962 747.973 
116.962 747.973 



Pima Utility Company - Water Division 
Test Year Ended December 31,2010 

Custwner Classification Residential 1 Inch Meter 

m i b i t  
Schedule H-5 
Page 2 
Witness: Bourassa 

Month Month Month 
Of Of Of 

s S Q ! a w  
5 6 6 
3 4 2 
I 2 I 
3 1 I 
2 3 1 
1 2 1 
2 5 2 
3 4 2 
3 2 6 
9 6 4 
3 5 6 
4 11 9 
6 13 6 
7 8 12 
9 14 13 
9 10 5 

17 I 8  27 
20 16 19 
17 13 16 
19 24 17 
12 10 16 
13 13 7 
21 17 19 
13 8 7 
7 3 4 
5 -  3 
2 2 1 

Usage 
To: 

Month 
Of 

h 
4 
3 
2 
3 
2 
7 

10 
6 

I 1  
8 

11 
21 
19 
20 
14 
16 
19 
16 
8 
5 
5 
4 
2 
1 
1 

Month 
Of 

Month 
Of 

Month 
O f  

& 
3 
4 
3 
1 

1 
5 
5 
6 
5 
9 

14 
13 
10 
8 

13 
26 
29 
17 
18 
9 
4 
7 
6 
2 
1 

Month 
Of 

m 
4 
5 
2 
1 
2 
5 
1 
4 
5 
3 
5 

12 
9 
9 
7 

10 
19 
23 
19 
14 
I 6  
11 
16 
5 

3 
5 
1 
1 
1 
1 

Month 
Of 

Ax! 
3 
4 
2 
1 

Month 
O f  

Month 
Of 

Month CumuC Cumul- 
abve ahve 
8111111(1 Gals fI.MX)sl 

47 
85 19 

107 52 
126 100 
155 201 
202 413 
262 743 
325 1.152 
393 1,662 
466 2.283 
546 3.043 
685 4.572 
631 6.470 
978 8.675 

1,107 10,668 
1.221 13.034 
1.455 16.322 
1.687 24.674 
1.854 30,102 
2,024 36.477 
2.153 41.960 
2,252 46.662 
2.411 55.407 
2.507 61,647 
2.550 64,672 
2,574 66.912 
2.598 69.192 
2.599 69.295 
2 . W  69.400 
2.601 69.506 
2,602 69.621 
2.603 69.721 
2,604 69.827 
2.605 69,936 
2.606 70,049 
2.607 70.163 
2.608 70.276 
2.609 70.395 
2.610 70.519 
2,611 70,644 
2.612 70.773 
2,613 70.902 
2.614 71.037 
2,615 71.174 
2.616 71.320 
2.617 71.467 
2.616 71,573 
2.619 71.662 

Usage 
From: 

Total 
Year 

47 
38 
22 
19 
29 
47 
60 
63 
68 
73 
60 

139 
I46 
147 
129 
114 
235 

Of 

- D e C  
3 
2 

- Feb 
3 
5 

Mar - 
5 
5 

2u 
2 

&I 
3 

1.ooO 
2.000 
3.000 
4.000 
5,000 
6.000 
7.ooo 
8.004 
9 . W  

l o . m  
12.000 
14.000 
16,WO 
18,000 
20.000 
25.000 
30.000 
35.000 
40.000 
45.000 
50.000 
60,004 
70.000 
8O.OOO 
90.000 

100.0oo 
103.130 
104,500 
106.060 
114,550 
100.920 
105,430 
106,990 
112,700 
114.210 
115.630 
116.470 
123.910 
125.250 
129,110 
129.150 
135.060 
136.240 
146,360 
147.410 
105.230 
109.450 

1 
1.001 
2,001 
3,001 
4,001 
5.001 
6,001 
7.001 
8,001 
9.001 

10,001 
12.001 
14.001 
16.001 
18,001 
20.001 
25.001 
30.001 
35.001 
40.001 
45.001 
50,Wl 
60.001 
70.001 
80.W1 
90.001 

103.130 
104,500 
106.080 
114,550 
100.920 
105,430 
108,990 
112.700 
114,210 
1 15.630 
116.470 
123.910 
125.250 
129,110 

129150 
135.060 
136,240 
146.360 
147.410 
105.230 
109.450 

3 
2 

10 
10 
15 
14 
12 
9 
9 

19 
21 
13 
12 
7 

22 
13 
6 
5 
4 
2 
2 

2 2 
2 
2 
3 
4 
4 
3 
4 
6 
5 
7 

16 
8 
9 
6 

I 8  
18 
I 5  
11 
14 
28 
15 
3 
4 
7 

1 
2 
1 
4 
6 
8 
8 
7 
7 

15 
16 
13 
11 
9 

30 
24 
18 
18 
5 
4 
3 
3 
1 

4 
9 
5 
8 
7 
9 

11 
17 
16 
20 
16 
13 
21 
24 

7 
7 

10 
2 
2 

2 
2 
1 
3 
4 
3 
4 

11 
7 
9 
7 

16 
10 
21 

4 
15 
12 
25 
20 
12 
7 
1 

5 
5 
8 
7 

12 
8 
8 

14 
19 
7 

231 
167 

24 
14 
13 
17 
18 
10 

170 
129 
99 

159 
96 
43 
24 
24 
1 

1 
5 I 

1 
1 
1 

1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 

i 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

I 
I 



Usage 
From: 
110,720 
127.300 
134.180 
150.160 
103,140 
103.420 
113.730 
117.320 
118.240 
121,140 
128.270 
108.440 
113.950 
115,640 
118.110 
136.410 
145,430 
1 1 1.270 
132,090 
160,930 
103.280 
104,630 
111,880 
119.610 
123.980 

Totals 

Pima Utility Company - Water Divislon 
Ted Year Ended December J1,ZOlO 

Customer Classification Residential 1 inch Meter 

Exhibit 
Schedule H-5 
Page 2 
Witness: Bourassa 

Month Monlh Month Monlh Month Monlh Month Month Month Month Month Monlh CumuC Cumul- 
Usage of Of of Of of Of Of Of of Of Of of Total ahve alwe 
To &l f& & t& Jun JLlJ &g grJ & & u m G a l s ( 1 0 0 0 s )  
110,720 - 1 -  1 2.620 71.793 
127.300 - 1 -  1 2,621 71.920 
134.180 - 1 -  1 2,622 72.054 
150,160 - 1 -  1 2,623 72,204 
103.140 - 1 -  1 2.624 72.308 
103,420 - 1 -  1 2.625 72.411 
113,730 - 1 -  I 2.626 72.525 
117,320 - 1 -  1 2.627 72.642 
118.240 - 1 -  1 2.628 72,760 
121.140 - 1 -  1 2.629 72.881 
128,270 - 1 -  1 2,630 73.010 
108.440 - 1 -  1 2.631 73.118 
113.950 - 1 -  1 2,632 73,232 

118.110 - 1 -  1 2,634 73.466 
136.410 - 1 -  1 2,635 73.602 
145.430 - 1 -  1 2,636 73.748 
111.270 - 1 -  1 2.637 73.859 
132.090 - 1 -  1 2.638 73,991 
160.930 - 1 -  1 2,639 74.152 
103.280 - 1 1 2,640 74255 
104.630 - 1 1 2,641 74,360 
111.880 - 1 1 2.642 74.472 
119.610 - 1 1 2.643 74,591 
123.980 - 1 1 2.644 74,715 

- 2,644 74,715 
2.644 74,715 

115.640 - 1 -  1 2.633 73,348 

220 218 220 219 221 221 222 218 222 223 219 221 2,644 - 
Average Usage 28.258 
Median Usage 22.500 

1 
Average # Customers 220 
Change in Number 01 Customers 



Pima U t i l i  Company ~ Water Division 
Test Year Ended December 31.2010 

Customer Classdcaticm Commercial 5(8x314 Inch Meter 

Exhibil 
Schedule H-5 
Page 3 
Wdness Bourassa 

Month Month Month 
Of Of Of 

& Q @ W  
6 13 6 
4 5 7  
5 5 4  
5 5 4  

1 2 
1 6 1  
3 -  3 

Month Month Month Month 
Usage of Of Of Of 

Month Month 
Of 

& 
7 
9 
7 
2 

2 
2 
3 
1 
1 
1 
2 
2 

s 

Month 
of 

Month 
Of 

&I 
8 
9 
6 
4 

Month 
Of 
- Dec 

9 
8 
6 
3 
1 

cumul- 
ative 

115 
193 
244 
284 
204 
325 

CUmUl. 
alive 

Gals ll.00OsJ 
Usage 
From 

1 
1,001 
2,001 
3.001 
4.001 
5.001 
6,001 
7.001 
8.001 
8,001 
10.001 
12,001 
14,001 
16.001 
18,001 
20,001 
25.001 
30.001 
35.001 
40,001 
45.001 
50.001 
60.001 
70.001 
80.001 
90.001 
117.850 
181 270 
126.320 
229,920 
118,030 
389 050 
119.530 
280,200 
389.870 
103.810 
113,200 
114,540 
149.200 
425.820 
111.160 
114.060 
121.230 
122.230 
134.440 
301.340 
107.240 
11 1,020 
112.130 
135.570 

Of 

!&Y 
15 
4 
4 
4 
L 
1 
1 
2 
4 

1 
2 
2 
2 
1 
2 

Total - Year 
115 
78 
51 
40 
20 
21 
30 
23 
29 
25 
15 
22 
29 
15 
15 
16 
19 
19 
14 
14 
13 
12 
28 
16 
11 
9 
4 
1 
1 
1 
1 
1 
1 

1 
1 
I 
1 
1 

I 

To: J a n & M a r &  
9 15 12 7 

1 ,000 9 7 7 6 

- Jul 
8 
3 39 

116 
216 
286 
380 
545 
695 
912 

1.125 
1,267 
1,509 
1.886 
2.111 
2.566 
2.670 
3.098 
3.620 
4,075 
4.600 
5,153 
5.723 
7.263 
8.303 
9.128 
9,893 
10.273 
10.391 
10.572 
10.698 
10.928 
11.046 
11,435 
i 1.555 

12,225 
12.329 
12.442 
12.556 
12.706 
13.131 
13,243 
13.357 
13.478 
13.600 
13,735 
14.036 
14.143 
14.254 
14.566 
14.502 

11.1~5 

2,000 1 1 3 6 
3.000 3 2 1 
4.000 3 3 3 2 
5.000 3 4 2 4 
6.000 3 2 3 3 
7.000 1 1 2 I 

2 
1 
3 
4 
1 

2 

2 

2 

2 
1 

355 
378 

8,000 
9.000 
10.000 
12,000 
14.000 
16.000 
18.000 
20.000 
25.000 
30.000 
35.000 
40.000 
45.000 
50.000 
60.000 
70.000 
80.000 
90.000 
100,000 
117.850 
181270 
126.320 
229,920 
118,030 
389.050 
119,530 
280.200 
389.870 
103.810 
113.200 
114,540 
149.m 
425.820 
111.160 
114.060 
121,230 
122.230 
134,440 
301,340 
107.240 
111.020 
112.130 
135.570 

3 1 4 
2 3 1 
1 2 2 
2 4 -  

2 5 
2 -  3 
3 1 
1 2 2 
1 2 -  
3 2 3 
1 1 2 
2 2 -  
1 2 
1 3 1 

1 2 
2 -  
1 1 2 

1 2 

2 2 3  
2 2 3  

407 
432 
447 
469 
498 
513 
528 
544 
563 
582 
5% 
610 
623 
635 
663 
679 
690 
699 
703 
704 
705 
706 
707 
708 
709 
710 
711 

2 1 -  
3 2 4  
3 4 1  
1 1 

1 
2 1 I 
2 1 4  

2 
1 
4 

2 
2 
1 

3 
3 1 

4 2 
I 3 2  

4 3 3  
2 -  2 

1 1 
2 1 2  
1 

1 -  
I 

1 
2 -  
1 
1 

4 
1 

1 I 
1 
1 

I 
1 

1 
1 

1 
1 
1 712 

713 
714 
715 

1 
1 

716 
717 

1 
1 

718 
719 
720 
721 
722 
723 
724 
725 
726 
727 

I 
1 



Pima Utility Company - Water Division 
Ted Year Ended December 31.2010 

Exhibil 
Schedule n 5  

Cuslorner Classifuallon Cwnmercial Y0xY4 Inch Meter Paw 3 
Waness: Bourassa 

Month Month Monlh Monlh Monlh Month Month Monlh Monlh Monlh Monlh Monlh 
Usage Usage of of Of of Of Of Of Of Of of of of Total 
From: T o : J a n E @ @ & p l & ~ & I & ~ @ M O d N o v D e c  
144,100 144.100 - 1 I 
359.330 359.330 - 1 1 
370.080 370.080 - 1 1 
108,300 108,300 - 1 1 
110.760 110.760 . 1 
118.790 118.790 . 1 1 
126,520 126.520 - 1 I 
334.930 334.930 - 1 I 
379.140 379.140 - 1 I 
113.340 113.340 - 1 1 
125.610 125,810 - 1 -  1 
3n.520 377,520 - I 1 
428.610 428,610 - 1 1 
108.330 108,330 - 1 -  1 
121,940 121,940 - 1 -  1 
131,480 131,480 - 1 -  1 
176.810 176,810 - 1 -  1 
312,670 312.670 - 1 -  1 
339,670 339,670 - 1 -  1 
102.600 102.WO - 1 1 
115,570 115,570 - 1 1 
220.760 220.760 - 1 -  1 
308,510 308.510 - 1 1 
328.710 328.710 - 1 1 
113.560 113.560 - 1 1 
134,630 134,630 - 1 1 
279.630 279.630 - 1 1 
324.890 324,890 - 1 I 

Tolals 63 63 63 63 63 67 63 62 62 62 62 62 755 
Average Usage 27.442 
Median Usage 6.50’3 
Avenge ii Cusiomern 65 
Change in Number of Cuslwnerr (1) 

Cumul- Cumul- 
alive alive 
Billins Gals H.000~) 

720 14,646 
729 15.005 
730 15.375 
731 15.484 
732 15,594 
733 15.713 
734 15,840 
735 16,175 
736 16.554 
737 16.667 
738 16,793 
739 17,170 
740 17.599 
741 17.707 
742 17.829 
743 17.961 
744 18.137 
745 18.450 
746 18.790 
747 18.892 
748 19.006 
749 19.229 
750 19,537 
751 19.866 
752 19,979 
753 20,114 
754 20.394 
755 20.719 
755 20.719 



Usage 
From: 

1 
1.001 
2.001 
3.001 
4.001 
5,001 
6.001 
7,001 
8.001 
9.001 

10,001 
12.001 
14.001 
16.001 
18,001 
M.OO1 
25.001 
30,001 
35.001 
40.001 
45.001 
50.001 
W.OO1 
70.001 
80.001 
90.001 

273.100 
203.400 
201.000 
131.100 
113.300 
107.300 
12o.m 

Pima Utility Company - Water Division 
Test Year Ended December 31.2010 

Customer Classfication Ccmmerclal314 inch Meter 

Usage 
To: 

1,000 
2.000 
3.000 
4.000 
s.000 
6.000 
7.000 
8.000 
9.000 

10,000 
12.000 
14.000 
16.000 
18,000 
20.000 
25.000 
3.000 
35.000 
40.000 
45.000 
50.000 
60.000 
70.000 
80.m 
B0.m 

100.000 
273.100 
203.400 
201.000 
131,100 
113.300 
107.300 
120.000 

Month 
Of 

Jan 

1 
I 

1 

1 

Month 
Of 

Feb - 

1 
1 
1 

I 

Month 
Of 

- Mar 

1 

1 

1 

1 

Month 
Of 

& 

1 

1 
1 

1 

Month 
of 

1 

I 
1 

1 

Month 
Of 

Ul 

1 

i 
I 

1 

Month 
Of 

- Jul 

1 
2 

1 

Month 
Of 

& 

2 

1 

1 

Exhibfl 
Schedule K 5  
Page 4 
Wlness: Bourassa 

Month Month Month 
Of Of Of 

1 1  
1 

1 -  

1 
1 

1 -  
1 -  

1 

1 
1 

Month 
Of - D e C  

2 

1 

i 

Total - Year 

1 
7 
5 
7 
9 
1 
1 
1 

1 

2 
I 

2 
2 
1 

I 
1 
1 
1 
1 
1 
i 

Cumui- CumuC 
alive alive 
&g Gals f1.00Osj 

1 1 
8 11 

13 24 
20 48 
29 89 
30 94 
31 101 
32 108 
32 108 
32 108 
33 119 
33 119 
33 119 
33 119 
35 157 
36 180 
36 180 
38 245 
40 320 
41 362 
41 362 
41 362 
41 362 
41 362 
41 362 
41 362 
42 635 
43 839 
44 1.040 
45 1,171 
46 1.284 
47 1.391 
48 1.511 
48 1.511 
48 1,511 

Totals 4 4 4 4 4 4 4 4 4 4 4  4 48 
Average Usage 31.484 

4.500 Median Usage 
Average Y C u s l m n  4 
Change in Number of Cuslomers 



Pima Utility Company ~ Water Division 
Test Year Ended December 31.2010 

Usage 
From: 

1 
1.001 
2.001 
3.001 
4.001 
5.001 
6.001 
7.001 
8.001 
9,001 
10,001 
12.001 
14.001 
16.001 
18.001 
20,001 
25.001 
30,001 
35.001 
40,001 
45.001 
50,001 
60.001 
70.001 
80,Wl 
90.001 
101420 
101970 
104730 
loso00 
105750 
105800 
108440 
110090 
110260 
110610 
111630 
111970 
122500 
127200 
128700 
129300 
129440 
130870 
131080 
132540 
133000 
134660 
136270 
138000 

Customer Classification 

Usage 
To: 

1.000 
2.000 
3.000 
4.000 
5.000 
6,000 
7.000 
8.000 
9.m 
10.000 
12.000 
14.000 
16.000 
18.WO 
20.000 
25.000 
30.000 
35.000 
40.000 
45.000 
50.000 
60.000 
70,000 
80.000 
m.000 
100,000 
101.420 
101,970 
104,730 
105.000 
105.750 
105.800 
108,440 
110.090 
110,260 
110,610 
111,630 
11 1.970 
122,500 
127.200 
128.700 
129.300 
129.440 
130.870 
131.080 
132,540 
133.000 
134.660 
136.270 
138.000 

Month 
Of 

Jan 
7 
6 
4 
1 
3 
2 

1 
2 
1 

1 

3 
2 

1 
5 
3 

1 
2 
1 

2 

Month 
Of 

E& 
6 
7 
4 
3 
2 
2 
1 
2 

1 

1 
1 
2 

1 

2 
1 
1 
1 

3 

1 
1 

1 

Cnmrnerual 1 Inch Meter 

Month 
Of 

& 
3 
8 
3 
3 
1 
4 

I 

1 
2 
1 
1 
2 
1 
1 
2 

1 
4 
2 

1 
1 

1 

Month 
Of 

m 
7 
6 
3 
3 

3 
1 
1 

1 

1 
1 
2 

2 
1 
2 
1 

2 
1 
2 

1 

1 

1 

Month 
Of 

M?LY 
4 
5 
4 
2 
3 
1 

1 
1 

2 
1 
1 

2 
1 

4 
2 
4 
1 
1 

1 

1 

1 

1 

Month 
Of 

- Jun 
4 
5 
5 
1 

2 
1 

2 

1 

2 
1 

2 
2 
1 
2 

3 
1 
I 
3 

1 

Month 
Of 
- Jul 

6 
5 

1 
1 

2 

2 
1 

1 
1 
2 
2 
1 

2 
1 
2 
2 

1 

Monlh 
Of 

&!!a 
3 
7 
5 
2 

3 

1 

1 

2 
2 
2 
1 
2 
1 

1 
1 
4 

1 

1 

1 

Month 
Of 

%e 

5 
1 

2 
1 
1 

1 
1 

1 

2 
3 

1 
3 
2 

7 
1 

1 

1 

Exhibd 
Schedule H-5 
Page 5 
Wdness Bourassa 

Month Month 
Of 
Od - 

7 
6 
4 
1 

3 

1 

2 
2 
1 

1 
1 
1 
2 
2 

2 
1 
4 
1 

1 

1 

Of 

Nov 
4 
7 
5 

2 
2 

1 
I 
I 

1 
1 

2 

2 
4 
1 
1 
1 
3 
2 

1 

1 

I 

1 

Month 
Of 
- DeC 

5 
6 
4 
2 
1 
1 
1 

2 

1 
3 

1 
1 
2 
3 
2 
2 
2 
1 
2 
1 

Total 
- Year 

57 
74 
51 
I9 
10 
23 
8 
9 
3 
5 
3 
17 

8 
13 
12 
5 
10 
16 
19 
16 
16 
21 
20 
13 
13 
17 
14 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

CumuC Cumut 
alive alive 

Gals 11.00Osl 
57 

131 
182 
201 
21 1 
234 
242 
251 
254 
259 
262 
279 
287 
300 
312 
317 
327 
343 
362 
378 
394 
415 
435 
448 
461 
478 
492 
493 
494 
495 
496 
497 
498 
43s 
500 
501 
502 
503 
504 
505 
506 
507 
508 
509 
510 
51 1 
512 
513 
514 
515 
516 

37 
114 
161 
1% 
300 
344 
402 
425 
467 
496 
Ea3 
787 
982 

1.186 
1.281 
1.506 
1,946 
2.563 
3.163 
3.843 
4,841 
5.941 
6,786 
7.761 
9.206 
10,536 
10,637 
10,739 
10.844 
10,949 
11.055 
11.160 

11,379 
11.489 
11.6W 
11,711 
11.823 
11.946 
12.073 
12,202 
12.331 
12.461 
12,591 
12.722 
12.855 
12.988 
13.123 
13.259 
13.397 

.. Y n  
I I+"* 



Pima U t i l i  Company -Water Division 
Test Year Ended December 31.2010 

Customer Classification Commerual 1 Inch Meler 

Exhibil 
Schedule K 5  
Page 5 
witness: Bourassa 

Usage 
To 
138.040 
145,300 
152.830 
154.700 
05~,070 
157.110 
158,220 
164,030 
171.700 
172.320 
175.100 
177,700 
178.100 
181,900 
182.180 
186,600 
188,680 
195,520 
204,150 
206.990 
207.390 
222.200 
226,980 
227.590 
229.400 
248.100 

306,500 

. 7  

248,530 

313,830 
345.250 

Month 
Of 

Jan 

Monlh Month 
of Of 

- Feb Mat 

Month 
of 
fw 

Month 
of * 

Month 
or 
- Jun 

Month 
Of 

Jul - 
Monlh Monlh 

Of Of 

& ! 4 &  

Month Month 
Of Of 

a w  
Monlh 

- Dec 
of Total 

1 1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 

1 I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
I 
1 

Cumul- 
abve 
Billing 

517 
518 
519 
520 
52 1 
522 
523 
524 
525 
526 
527 
528 
529 
530 
531 
532 
533 
534 
535 
536 
537 
538 
539 
540 
541 
542 
543 
544 
545 
546 
546 
546 
546 

cum!- 
alive 

Gals (1.000s) 
13.535 
13.680 
13.833 
13.988 
14,145 
14,302 
14.460 
14,624 
14.7% 
14.968 
15.143 
15,321 
15.499 
15.681 
15.863 
16.050 
16.239 
16,434 
16.558 
16.845 
17.W 
17.275 
17.502 
17.729 
17,959 
18,207 
18.455 
18.762 
19,076 
19.421 
19.421 
19.421 
19.421 
19.421 

Usage 
FrOm: 
138040 
145300 
152830 
154700 
157970 
1571 10 
158220 
164030 
171700 
172320 
175t00 
177700 
178100 
I81900 
182180 
186600 
188680 
195520 
204150 
206990 
207390 
222200 
226980 
227590 
229403 
248100 
248530 
3065oO 
313830 
345250 

1 
1 

1 
1 

1 
1 

1 
1 

1 

1 

1 -  

1 

1 

1 

1 

I 

1 

1 
1 

1 
1 

Totals 49 45 45 45 45 45 45 45 45 45 46 46 546 
Average Usage 35.570 
Median Ussge ll.oc0 
Average X Customen 46 
Cham0 in Number of Customers (3) 



Pima U t i l i  Company - Water Division 
Test Year Ended December 31.2010 

Customer Classification Comneraal 1 112 Inch Meter 

Exhibil 
Schedule H-5 
Page 6 
Witness: Bourassa 

Month Month 
Usage 
From. 

1 
1.001 
2.001 
3.w 
4.001 
5,001 
6.001 
7.001 
8.001 
9,001 

10,001 
12.001 
14.001 
16.001 
18.001 
20,001 
25.001 
30.001 
35.001 
40.001 
45.001 
50.001 
60.001 
70.001 
80.001 
90,001 

107.900 
109.500 
111,100 
112.200 
112.900 
116.200 
121.2a, 
123.1M) 
124M10 
129.500 
132.200 
136.800 
145.900 
146.ooO 
147.600 
150.900 
157.300 
159.200 
160.200 
160.400 
t71.W 
181.0M) 
302.000 
924.200 

Usage 
To 

1,000 
2.000 
3.000 
4.WO 
5 . m  
6.000 
7.000 
8.000 
9,000 

to.Oo0 
12.000 
14.000 
16.000 
18,OOO 
20.000 
25,MK) 
30.000 
35.000 
a.000 
45.000 
50.000 
60.000 
70.000 
80.m 
9o.ooO 

100.000 
107.900 
109.500 
111.100 
1122w 
112.900 
116,200 
121.m 
123,100 
128,600 
129.500 
132.200 
136.800 
145.900 
146.000 
147.600 
150,900 
157.500 
159.m 
160.200 
160.400 
171.600 
1 8 l . m  
302.000 
924.200 

Month 
Of 

Jwt 
2 

1 

1 
1 

1 
1 
1 
1 
1 

1 

Month 
Of 

- Feb 
1 

2 

1 
1 

1 
1 

1 

1 

1 

1 

Month 
Of 

- Mar 

1 
1 

1 

1 

1 

2 
1 

2 

1 

Month 
Of 

4.w 
1 

1 

1 

1 

1 

1 
2 
1 

1 

1 

Month 
Of 

MB 
1 

1 

1 
1 

1 

1 

1 

2 

1 

1 

Month 
of 

Jun - 
1 

1 

1 

1 

1 

1 

1 
2 

1 

1 
1 

Month 
Of 
- Jul 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 
1 

Month 
Of 

!!E3 
1 

1 

2 

1 

1 

1 

1 

1 

1 
1 

Month 
Of 

SSe 
1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

1 

Of 

Qs! 
1 

1 

2 

1 

1 
2 

1 

1 
1 

Of - Nov 
1 

1 

1 

1 

1 

2 

1 
1 

1 

1 

Month 
Of 

- DeC 
1 

1 

1 

1 

1 

1 
1 

1 

2 

1 

Total 
- Year 

12 
1 
9 
4 
1 
1 
1 

1 
3 

8 
4 
5 
3 
4 
3 
4 
6 
5 
6 
5 
8 
3 
5 
4 
4 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

CumuC Curnu!- 
alive alive 
Bllina Gals l1.000~) 

12 
13 
22 
26 
27 
28 
29 
29 
30 
33 
33 
41 
45 
50 
53 
57 
60 
64 
70 
75 
81 
86 
94 
97 

1 02 
106 
110 
111 
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 
128 
129 
130 
131 
132 
133 
134 

1 
14 
24 
28 
32 
38 
38 
45 
71 
71 

159 
21 1 
286 
337 
413 
480 
590 
785 
973 

1.228 
1.465 
1,905 
2,100 
2,475 
2.815 
3.195 
3.303 
3.412 
3,524 
3,636 
3,749 
3.865 
3.988 
4.109 
4.238 
4.357 
4,499 
4.636 
4.782 
4.928 
5.076 
5.227 
5.584 
5.543 
5.703 
5.864 
6.035 
6,216 
6.518 
7,443 



Pima Utility Company - Water Division 
Test Year Ended kcembw31.2010 

Customer Uassificatim Commerdal 1 1R Inch Meter 

Exhibd 
Schedule H-5 
Page 6 
Witness Bourassa 

Month Month Month Month Month Month Monlh Monfh Month Monlh Month Month cumuc Curmc 
Usage Usage of Of Of Of Of Of Of of Of of of of Total ative ative 
Fmm- TO: &gj & a &I & oa & & J&J Gals11.00091 

134 7.443 

Totals 12 11 11 11 11 12 11 11 11 11 11 11 134 
Average Usage 55.541 
Mslim Ussee 32,500 
Average Y Customers 11 
Change in'Numkr of Customers (1) 



Pima Uti l i i  Company -Water Division 
Test Year Ended December 31.2010 

Customer Classlcation Commencal2 Inch Melei 

Exhibit 
Schedule H-5 
Page 7 
Wllness Bourassa 

Month Month Month 
Of Of Of a m w  

3 3 2 
3 4 

5 5 2 

Usage 
To: 

Month 
Of - Jan 

2 
2 
6 
3 

1 
2 

Month 
of 
- Feb 

3 
1 
4 
2 
1 
4 
1 
2 
1 
1 
2 
9 
2 
2 
3 
5 
3 
3 
6 
5 
2 
5 
3 
2 
4 
5 
2 

Month 
Of 

- Mar 
4 
2 
4 
2 
3 
1 
1 
1 
1 

Month 
Of 

AeI 
3 
3 
3 

Month 
Of 

Month 
Of 

Jun 
3 

Month 
Of 
Jul 

4 

Month 
Of 

!& 
2 
2 
4 
5 
2 
1 

1 

Cumul- 
atwe 

34 
57 

107 
142 
165 
186 
199 
210 
219 
226 
237 
266 
285 
299 
318 
337 
361 
398 
428 
459 
486 
510 
555 
593 
623 
667 
696 
697 
698 
699 
700 
701 
703 
ml 
705 
707 
708 
709 
710 
71 1 
713 
714 
715 
716 
717 
719 
720 
72 1 
722 
723 
724 

Month 
Of 

2 
2 
4 
5 

Cumul- 
ative 

Gals (1.000~1 

12 
87 

174 
255 
349 
421 
492 
560 
619 
724 

1,043 
1,290 
1.500 
1.823 
2.184 
2.724 
3.741 
4.716 
5.879 
7.026 
8.166 

10.641 
13.111 
15,361 
19.101 
21.856 
21.956 
22.057 
22.158 
22,259 
22,360 
22.563 
2 2 . m  
22.768 
22.974 
23.077 
23.180 
23,285 
23.391 
23,602 
23,707 
23.814 
23.921 
24.028 
24.243 
24.353 
24.464 
24.574 
24.684 
24.795 

Usage 
FrWn: 

1 
1,001 
2.001 
3.Wi 
4.001 
5.001 
6.001 
7.001 
8.001 
9.001 

10.001 
12.001 
14.001 
16.001 
18.001 
20.001 
25.001 
30.001 
35.001 
40.001 
45.001 
50.001 
60.001 
70.001 
80.001 
90,001 

100,100 
100.800 
100.900 
101.Ooo 
101,200 
101,400 
102.m 
102.wo 
102.900 
103,000 
103.400 
104.700 
105.400 
105.5W 
105.700 
106,700 
107.100 
107.300 
107.m 
1 1 o . m  
110.200 
110.300 
110,500 
110,wo 

Total 
Year 

34 
23 
50 
35 
23 
21 
13 
11 
9 
7 

I1 
29 
19 
14 
19 
19 
24 
37 
30 
31 
27 
24 
45 
38 
30 
44 
29 

1 
1 
1 
1 
1 
2 

1 
2 
1 
1 
1 
1 
2 
1 
1 
1 
1 
2 
1 
1 
I 
1 
1 

!&% 
3 
2 
3 
3 

1 

1.000 
2 . m  
3.000 
4.000 
5.000 
6 . m  
7.000 
8.000 
9.000 

10,000 
12,oOO 
14.000 
16.000 
18,000 
20.000 
25.000 
30,000 
35.000 
40.000 
45.000 
50.000 
60.000 
70.000 
80,000 
9o.ooo 

1w.MIo 
100,100 
100,800 
100.900 
101.000 
101.200 
101.400 
1OZ.500 
102.600 
102,900 
103.000 
103.400 
104.700 
105.400 
105.500 
105.700 
106.700 
107.100 
107.300 
107.500 
110,Ooo 
110.200 
110.300 
110.500 
110.600 

2 
1 

3 2 3 
1 5 3 

2 
3 
1 

1 3 2 
1 2 

I 
1 

1 
1 2 
3 -  

1 2 
1 1 1 
1 1 3 
2 -  1 
1 2 2 
1 4 3 
2 2 1 

4 
2 2 3 
1 1 
6 1 5 
2 4 I 
1 3 2 
5 1 5 
2 5 3 

1 

1 

1 

1 
1 

1 

2 
1 

2 2 

3 
1 
1 

3 
4 
1 
1 
1 
6 
2 
7 
2 
3 
3 
3 

2 
2 
2 
1 
2 
3 
3 
7 
4 
5 
7 
2 
4 
4 
1 
6 
1 

1 
3 
2 

1 
1 4 

4 

5 
1 
5 
5 
6 
3 
1 
5 
4 
7 
4 
1 
5 

1 
2 

4 
1 

2 
1 
2 
1 
5 
1 
1 
2 
4 
2 
5 
2 

2 
3 
1 
2 
1 
4 
2 
3 
4 
2 
I 

2 
2 

3 
1 

1 
1 

1 

1 

1 
1 

1 1 

1 

1 

1 
1 



Pima utility Company -Water Division 
TeslYearEnded Decernber31.2010 

Cuslomer Classification Cornmerical 2 Inch Metel 

Exhibil 
Schedule H-5 
Page 7 
Wtners. Bourassa 

Month Month Month 
Of Of Of 

Month Month Month Month Month 
Of 

mY 
Month 

Of 

& 

Month 
Of 
Jul - 

Month 
Of 

!!!4 

Mmth 
Of 

b 

Cumul- Curnul- 
Usage 
Fmm: 
110.700 
111.100 
111.500 
111,600 
li2.400 
112.800 
113.700 
114,100 
114.200 
114.900 
115.MO 
116.200 
116,700 
117.000 
117.800 
118,MM 
118.400 
11.3.6lm 
lt8.800 
119.000 
119.200 
119.400 
119.500 
119.600 
119,900 
120,200 
120.600 
120.700 
121.400 
121.500 
121.800 
121.900 
122,100 
122.200 
123.W 
123.200 
123.700 
123.900 
124.100 
124.600 
124.700 
124.800 
126.500 
126.800 
127,400 
128.200 
129.300 
129.900 
130.500 
130.800 
132.000 

Usage 
To. 

110.700 
111,100 
111,500 
111.600 
i12,:w 
112.800 
113.700 
114.100 
114200 
114,900 
115.000 
116,200 
116.700 
117,000 
117,800 
1 t8.000 
118.400 
118,Mx) 
118,800 
119.000 
119.200 
119.400 
119.500 
119.600 
119.900 
1M.200 
1M.6W 
120,700 
121.400 
121.500 
121.800 
121.900 
122.100 
122,206 
123.OW 
123.200 
123.700 
123.900 
124.100 
124.600 
124.700 
124.800 
126,500 
126.800 
127.400 
128.200 
129.300 
129.900 
130.500 
tM.800 
132.000 

Of Of 
J a n m  

1 

1 

1 

t 

Of 
- Mar 

of 
LW 

Total - Year 
1 
1 
1 
1 
2 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
I 
1 
I 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 

alive 
m 

725 
726 

atie 
Gals fl.MMQ 

24.906 
25.017 1 

1 727 
728 
730 
731 
732 
734 
735 

25.128 
25,240 
25.465 
25.577 
25.691 
25,919 
26.034 
26.148 
26.263 
26.380 
26.496 
26,613 
26.731 
26.849 

1 
1 

1 1 
1 

736 
737 

1 

1 

736 
739 
740 
74 1 
742 
743 
744 
745 
746 
747 
748 
749 

1 

1 
1 26.968 

27.086 
27.205 
27.324 

I 
1 

1 
1 27.443 

27.563 
27.682 
27.802 
27.922 
28.M2 
28.162 
28.283 
28.404 
28.526 
28.648 
28.770 
28.892 
29,014 
29,137 
29.260 
29.384 
29.506 
29,632 
29.756 
29.881 
30.m 
30.259 
30.386 
30.513 
30.841 
30.771 
30.901 
31.031 
31.162 
31.294 

1 
1 

1 
1 

1 

1 

1 

1 
1 

1 
1 

1 750 
751 
752 
753 
754 
755 
756 
757 
758 
759 
760 
761 
762 
763 
764 
765 
766 
767 
768 
770 
771 
772 
773 
774 

1 
1 

I 

1 
1 

I 

1 1 

1 
1 

775 
776 1 
777 
778 



Pima utility Company -Water Division 
Test Year Ended December 31.2010 

Customer Classification Ccmmrical2 inch Melei 

Exhibit 
Schedule H-5 
Page 7 
Wlness: Bourassa 

Usage 
TO: 

132.100 
132.400 
132.700 
133.000 
1 3 4 . m  
134.100 
134.500 
135.000 
136.500 
136.800 
137.000 
137.900 
139.000 
139.700 
141.700 
142.100 
142.300 
143,400 
144,000 
144.300 
144.700 
144,900 
145,700 
146.800 
147,600 
148,100 
148.200 
148.500 
148.800 
148.900 
149.400 
150.200 
151.100 
151.200 
151.400 
152.700 
152.900 
153.500 
155,300 
155.400 
155.900 
156,200 
156.500 
156.700 
157,500 
158.400 
159.600 
161.000 
161,100 
162.900 
163.600 

Month 
Of 

Jan 

Month 
Of 
- Feb 

Month 
Of - Mar 

Month 
of 

&Y 

Month 
Of 
Jun 

Month 
Of 

&! 
1 

Mona 
Of 

&!!2 

Month 
Of 

at2 

Monlh 
Of 

Qa 

Month 
Of 
& 

Month 
Of 

k C  

CUNII. 
alive 

779 
780 
781 
782 
783 
784 
785 
786 
787 
788 
789 
790 
791 
792 
793 
794 
795 
7% 
797 
798 
799 
800 
801 
802 
803 
804 
805 
806 
807 
808 
809 
810 
811 
812 
813 
814 
815 
816 
817 
818 
819 
820 
82 1 
822 
823 
824 
825 
826 
827 
828 
829 

Cumul- 
ative 

Gals f1.000rl 
31.426 
31,558 
31.691 
31.824 
31.958 
32,092 
32.227 
32.362 
32.498 
32.635 
32.772 
32.910 
33.049 
33,189 
33.330 
33.472 
33,615 
33.758 
33.902 
34,046 
34.191 
34.336 
34.482 
34.628 
34.776 
34,924 
35.072 
35.221 
35,370 
35.519 
35.668 
35.818 
35.969 
36,121 
36.272 
36.425 
36.578 
36.731 
36.886 
37.042 
37.198 
37.354 
37.510 
37.667 
37.825 
37.983 
38.143 
38.304 
38.465 
38.628 
38.791 

Month 
Of Usage 

From: 
132.100 
132.400 
132.700 
133.000 
134.W 
134.100 
134.500 
135.W 
136.500 
136,800 
137.000 
137.900 
139.000 
139.700 
141.700 
142.100 
142.300 
143.400 
144.W 
144.300 
144.700 
144,900 
145.700 
146.800 
147,600 
148.100 
148.200 
148.600 
148.800 
148,900 
149.400 
150,200 
151.100 
1 5 1 . m  
151.400 
152.700 
152.900 
153.500 
155.m 
155,400 
155.900 
156.200 
156.500 
156.700 
157.500 
158.400 
159.600 
161.000 
161.100 
162.900 
163.W 

Total - Year 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 

1 
I 

1 

1 
1 
1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 

1 

1 
1 

1 
1 

1 

1 

1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 



Pima Utilii Company -Water Division 
Ted Year Ended December31.2010 

Customer Classification Commebl  2 Inch Melei 

Exhibit 
Schedule H-5 
Page 7 
Witness Bourassa 

Month Month Month 
Of Of Of 

@.e m v  
usage 

To: 
164,100 
164,800 
165,000 
165.800 
156,600 
167,400 
170.100 
170.600 
171.300 
174.200 
174,300 
174.400 
175,400 
175.900 
176.400 
176.600 
176,700 
176.800 
177,000 
177,500 
in.800 
178.400 
178,600 
178,900 
179.400 
179.900 
180,300 
181.200 
182.000 
182.1w 
182.300 
182.600 
182,800 
1a3.300 
183.800 
184.100 
184,200 
185,100 
186,200 
186,700 
187.300 
187.600 
188.400 
188.900 
190.000 
190,900 
193,400 
194.000 
194.200 
195.500 
197.200 

Month 
Of 

Jan 
1 
1 

Month 
Of 

- Feb 

Month 
Of 

K r  

Month 

& 
Of 

Month 
Of 

Ma 

Month 
O f  

Jul - 
Month 

Of 

L% 

Month 
Of 

ES 

Cumul- Cumul. 
atwe l i v e  

Month 
Of Usage 

From: 
164,100 
164.800 
165.000 
165.800 
:s.m 
167.400 
170.100 
170,600 
171,300 
174.200 
174.300 
174.400 
175.400 
175,900 
176,400 
176.600 
176.700 
176,800 
177.000 
177,YJO 
177.800 
178.400 
178.600 
178.900 
179.400 
179.900 
180.300 
181.200 
182.000 
182.100 
182.300 
182.600 
182.800 
i83.330 
183,800 
184.100 
184.200 
185,100 
186,200 
186.700 
187.300 
187.600 
188.400 
188.900 
19o.OOO 
190,900 
193,400 
194.000 
194,200 
195.Mo 
197,200 

Total - Year 
1 
1 
1 
1 
I 
I 
1 
1 
2 
1 
1 
1 
1 
1 
2 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 

@!l!g Gatsf1.000sl 
830 38.955 
831 39.120 

1 832 39.285 
833 39.451 
834 39.617 
835 39.785 
836 39.955 
837 40.126 
839 40.468 
840 40.642 
841 40.817 
842 40.991 
843 41.166 
844 41.342 
846 41.695 
847 41.872 
848 42.048 
850 42.402 
851 42.579 
852 42.757 
853 42.934 
854 43.113 
855 43.291 
856 43,470 
857 43.650 
858 43.830 
859 44.010 
860 44.191 
861 44.373 
862 44.555 
864 44,920 
865 45.102 
866 45.285 
E57 45.468 
868 45.652 
869 45.836 
870 46.021 
871 46.206 
872 46.392 
873 46.579 
874 46.766 
875 46.953 
876 47.142 
877 47.331 
878 47.521 
879 47.712 
880 47.905 
881 48.099 
882 48.293 
883 48.489 
884 48.686 

1 

1 
1 

1 
2 -  

1 
1 

1 
1 

1 1 
I 

1 
1 1 

1 
I 

1 
1 

1 
1 

1 
1 

1 

1 
1 

1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 

1 

1 
I 

1 
1 

1 
I 

1 

1 

1 
1 



Usage 
From: 
197.300 
199.800 
201,300 
202,500 
203.800 
206.300 
206.800 
207.100 
207.300 
207.700 
207.800 
208.600 
209.400 
212,OOo 
213.000 
213.300 
2 13.700 
220.300 
221.000 
221.300 
222.200 
222.300 
222.400 
222,500 
223.200 
224.100 
225.300 
225,600 
226.200 
226.300 
226.600 
227.500 
227.600 

228.400 
230.300 
231.000 
232.200 
232.800 
233.400 
233.900 
236.400 
237.800 
238,900 
241.300 
242.800 
243.400 
243.700 
244.400 
245.200 
245.600 

227.700 

Pima Utility Company -Water Division 
Ted Year Ended December 31.2010 

Customer Classification Commncal2 Inch Mete, 

Manth 
Usage of 

To: - Jan 
197.300 - 
199,800 - 
201,300 - 
202.500 - 
203.800 - 
206.300 - 
206.800 - 
207,100 - 
207.300 - 
207.700 - 
207.800 - 
208,600 - 
209.400 - 
212.000 - 
213.000 - 
213,300 - 
213.700 - 
220,300 - 
221.000 - 
221.300 . 
222.200 - 
222.300 - 
222,400 
222.500 
223.200 - 
224.100 - 
225.300 - 
225.600 - 
226.200 - 
226.300 - 
226.1300 - 
227.500 - 
227.600 - 
227,:W 
228.400 - 
230,300 . 
231.000 - 
232.200 . 
232.900 - 
233.400 - 
253.900 - 
236.400 - 
237.900 - 
238.900 - 
241.300 - 
242.800 - 
243.400 - 
243.700 - 
244.400 - 
245.200 - 
245,600 - 

Month 
of 
- Feb 

Month 
Of 
- Mar 

1 

1 

Month 
Of 

&I 

1 

1 

1 

1 

1 

1 

1 

t 

Month 
Of 

!&+Y 

1 

1 
1 

Month 
Of 

Jyn 

1 

1 

1 

1 

1 

1 

Month 
Of 

- Jul 

1 

1 

1 
1 

1 

1 

1 

Month 
Of 

A!4 

1 

1 

1 

1 

1 

Month 
Of 

&e 

1 

1 

1 

1 

Exhibit 
Schedule H-5 
Page 7 
Wtness: Bowassa 

Month 
Of 
- Od 

1 

1 

1 

1 
1 

1 

1 

1 

Month 
of 
- Nov 

1 

1 

I 

1 

1 

1 

Month 
Of 

& 

1 

1 

I 

1 

1 

1 

1 

Total 
- Year 

1 
1 
1 
1 
1 
2 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
1 
2 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 

886 
887 
888 
889 
891 
892 
893 
894 
896 
897 
898 
899 
900 
901 
902 
903 
904 
905 
906 
907 
908 
909 
910 
91 1 
912 
914 
915 
916 
917 
918 
919 
92 1 
922 
923 
925 
926 
927 
928 
929 
930 
931 
932 
933 
934 
935 
936 
937 
938 
939 
940 

Cum4 Cumul- 
ative ative 
Billlnlr Gals(1.OWsl 

885 48.883 
49.083 
49.284 
49.487 
49.691 
50.103 
50.310 
50,517 
50.724 
51.140 
51.348 
51.556 
51.766 
51.978 
52.191 
52.404 
52.618 
52.838 
53.059 
53.280 
53.502 
53.725 
53.947 
54,170 
54.393 
54.617 
55.068 
55,293 
55,519 
55.746 
55,972 
56,200 
56,655 
56.883 
57.111 
57,572 
57.803 
58.035 
58.268 
58.501 
58.735 
58.971 
59.209 
59.448 
59.690 
59.932 
60.176 
60.419 
60.664 
60.909 
61.155 



Usage 
From. 
245.800 
246.m 
248.100 
251.900 
256,200 
256.600 
257.100 
258.600 
260.400 
263.700 
264.300 
265.200 
266.800 
2M1.500 
272.500 
272.900 
273.100 
274.500 
274.600 
276.400 
282.800 
283.700 
283.ww) 
284.000 
284.900 
287.900 
288.300 
289.000 
291.500 
293.200 
294.400 
295.800 
296.100 
296.500 
297.100 
297.700 
298.100 
298.200 
298.6W 
299.700 
300.000 
301.200 
301.300 
302.000 
303.700 
304.900 
305 .m 
309.600 
311.900 
313.300 
314,400 

Pima Utility Company - Water Division 
Test Year Ended kcember 31.2010 

Customer Classification COmmerical2 Inch Melei 

Usage 
To. 

245.800 
246.300 
248.100 
251.900 
256.200 
256.600 
257.100 
258.600 
260.400 
m3.700 
264.300 
265.200 
266.800 
268.500 
272.500 
272.900 
273,100 
274.500 
274.600 
276.400 
282.800 
283.700 
283.900 
284.000 
284.900 
287.900 
288.300 
289.WO 
291.500 
293200 
294,400 
295.800 
296.100 
296,500 
297,100 
297.700 
298.100 
298.200 
298.600 
299.700 
300,000 
301.200 
301.300 
302.m 
303.700 
304.900 
305.600 
3w.m 
311.900 
313.300 
314.400 

Month 
Of - Jan 

Month 
of 

E& 
1 

Month 
Of 

- Mar 

Month 
Of 

& 

1 

1 

I 

1 

1 

1 

Month 
Of 

?& 

1 
1 

1 

1 

1 

1 

1 

1 

Month 
of 

Jun 

1 

1 

1 

1 

I 

Month 
Of 

- Jul 

1 

I 

1 

1 

1 

MOnlh 
Of 

& 

1 

1 

I 

1 

Month 
Of 

i3S.e 

1 

1 

1 

1 

1 

1 
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Month 
Of - Od 

1 

1 

1 

1 

Month 
of 
E!! 

1 

1 

1 

1 

1 
1 

Month 
of 
!& 

I 

1 

1 

1 

Total 
x r  

1 
1 
1 
1 

1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

94 1 
942 
943 
944 
945 
946 
947 
948 
949 
950 
951 
952 
953 
954 
955 
956 
957 
958 
959 
960 
961 
962 
963 
964 
965 
966 
967 
968 
969 
970 
971 
972 
973 
954 
975 
976 
977 
978 
979 
980 
98 1 
982 
983 
964 
985 
986 
987 
988 
989 
990 
99 1 

Cumul- Cum& 
abve ative 

Gals f1.Mx)sl 
61 400 
61.647 
61.895 
62,147 
52,403 
62,660 
62.917 
63.175 
63,436 
63.699 
63,964 
64.229 
54.496 
64.764 
65.037 
65.310 
65.563 
65.857 
66.132 
66.408 
66,691 
€6.975 
67,259 
67.543 
67.827 
68.115 
68.404 
68.693 
68.984 
69.277 
69.572 
69.868 
70.164 
tv.400 
70.757 
71,055 
71.353 
71.651 
71.950 
72.250 
72.550 
72.851 
73.152 
73.454 
73.758 
74.063 
74.368 
74.678 
74.990 
55.303 
75.617 

-- .̂  



Pima Utility Company ~ Water Division 
Ted Year Ended December 31.2010 

Cuslomer Classification Commerical2 Inch Melei 

Exhibil 
Schedule H-5 
Page 7 
Witness Bowarsa 

Usage 
Fmm 
315.100 
316.500 
318.000 
319.50 
322.000 
322.700 
324.300 
324,WO 
327.200 
327,400 
330,500 
331,400 
331.500 
332.700 
332.800 
334.100 
335.300 
336.700 
338,000 
338.400 
339.400 
340.300 
341.400 
341,600 
342.100 
345.100 
345.m 
36,600 
346.200 
346.700 
351.800 
352.600 
352.900 
357.800 
358.500 
359.m 
359.200 
381.100 
381.3M) 
366.800 
377.00 
377.800 
380.100 
383.000 
383,800 
388.W 
388,700 
390.600 
391.100 
394.400 
395.200 

Usage 
To: 
315,100 
316.500 
318.WO 
319.500 
322.000 
322.700 
324.300 
324,900 
327200 
327,400 
330.500 
331,400 
331.50 
332.700 
332.800 
334.100 
335.300 
336.700 
338,000 
338.400 
339.400 
340.300 
341.400 
341,600 
342,100 
345.100 
345.200 
345.600 
346.200 
348.700 
351.800 
352.600 
352.900 
357.800 
358.500 
359.000 
359.200 
361,100 
361.300 
366.800 
377.000 
377.800 
380.100 
383.m 
383.800 
388.600 
388.700 
390.600 
391.100 
394.400 
395.200 

Month 
Of 

Jan 

1 

Monlh 
of 
- Feb 

Month 
of 
- Mar 

1 

Month 
Of 

1 

1 

1 

1 

1 

Monlh 
Of 

&a 
1 

1 

1 

1 

1 
1 

Monlh 
Ol 

Jun 

1 

1 

1 

1 

1 
1 

I 

Monlh 
Of 

&! 

1 

1 

1 

I 

1 

Month 
Of 

&2 

1 

1 

1 

1 
1 

I 

1 

1 
1 

Month 
Of 

Es! 
1 

1 

1 

1 

1 

Month 
Of 

3 

1 

2 

1 

Month 
of 
- NOV 

1 

1 
I 

1 

1 

Month 
Of 
- D e C  

1 

1 

1 

1 

Total - Year 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

Cumul- CumuC 
dive alive 

Gals(l.LMMs] 
992 75.933 
993 76.249 
994 
995 
996 
997 
998 
999 

1.000 
1.001 
1,002 
1.003 
1.004 
1.005 
1 .m 
1.007 
1.008 
1.009 
1,011 
1.012 
1.013 
1.014 
1,015 
1,016 
1,017 
1,018 
1,019 
1,020 
1.02 1 
1,022 
1.023 
1,024 
1,025 

1.027 
1.028 
1.029 
1.030 
1.031 
1.032 
1,033 
1,034 
1,035 
1,036 
1,037 
1,038 
1,039 
1.040 
1.041 
1.042 
1.043 

. -c 
I."LV 

76,567 
76,887 
77.209 
77.531 
77.856 
78.180 
78.508 
78.835 
79.166 
79.497 
79.828 
80,161 
80.494 
80,828 
81.163 
81.50 
82,176 
82.514 
82.854 
83.194 
83.536 
83,877 
84.219 
84.564 
84.810 
85.255 
85.601 
85.950 
86.302 
86,654 
87.007 
17.25 
87.724 
88.083 
88.442 
88.803 
89,164 
89,531 
89.908 
90.288 
90,666 
91,049 
91,433 
91.821 
92.210 
92.601 
92.992 
93.386 
93.781 



Pima utilitv Company -Water Oivision 
Test Year Ended December 31.2010 

Usage 
From: 
396.800 
398,700 
399.800 
403.200 
404.700 
408.200 
409.100 
414,700 
415.400 
417.300 
418.300 
419.300 
420.000 
420.100 
420.600 
421.900 
423,100 
424.400 
428.300 
437.000 
438.300 
439.900 
448.400 
449,900 
453.800 
454.600 
455.500 
462.000 
462.200 
462.500 
463.500 
466.300 
469.500 
470.ax1 
471.000 
472,300 
481.500 
482.300 
488,600 
493.000 
501,600 
503,100 
509.600 
514.900 
523.300 
528.000 
540,800 
543.700 
544.300 
553.000 
555.600 

Cuslomer Classification 

Usage 
To: 
396,800 
398.700 
399.800 
403.200 
404.700 
408.200 
409.100 
414.700 
415,400 
417.900 
418,300 
419.300 
420.000 
4rn.100 
420 .m 
421.900 
423,100 
424.400 
428.900 
437.000 
438.900 
439.900 
448.400 
449.900 
453.800 
454,600 
455.500 
462.000 
462.200 
462.500 
463.500 
466.300 
469.500 
470.000 
471.000 
472,300 
481.500 
482.300 
488.600 
493.000 
501.600 
503.100 
509,600 
514.900 
523.300 
528.oOo 
540.800 
543.700 
544.900 
553.000 
555.600 

Month Month 
Of Of 

J a n -  

Commerical2 Inch Melei 

Month 
Of 
- Mar 

Month 
Of 
4! 

1 

I 

1 

1 

Month 
Of 
m 

1 

I 

1 

1 
I 

1 
1 

Month 
of 
& 

1 

1 

I 

1 

1 

1 

1 

1 

Monlh 
Of 
- JUl 

1 

1 

1 

1 

1 
1 

1 

1 

1 

Month 
Of 

&!!a 

1 

1 

1 

1 

1 

Month 
of 

1 

1 

1 

1 

1 

1 
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Month 
Of 

9s 
I 

1 

1 

1 

1 

1 

1 

1 
1 

Monlh 
Of - Nov 

1 

1 

1 

1 

1 

Month 
Of 
!% 

1 

Tolal - Year 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
2 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
i 
1 
1 
2 
2 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 

Cumul- Cumul- 
alive alive 
&&g GalsL1.000~) 

1,044 94.178 
1.045 94.577 
1,046 
1.047 
? .048 
1.049 
1,050 
1.051 
1,052 
1,053 
1,054 
1.055 
1,056 
1,057 
1,059 
1,060 
1,061 
1.062 
1.063 
1.064 
1,065 
1.066 
1.067 
1.068 
1.069 
1.070 
1,071 
1.072 
1.073 
1.074 
1,075 
1,076 
1.077 
1.078 
1.079 
1.080 
1.082 
1.084 
1.085 
1.086 
1.087 
1.088 
1.089 
1,090 
1.091 
1,092 
1.093 
1.094 
1,095 
1.096 
1.097 

94.977 
95.380 
95.785 
96.193 
96.602 
97,017 
97,432 
97.850 
98.268 
98.687 
99,107 
99.528 

100.369 
100.791 
101,214 
101,638 
102.067 
102.504 
102.943 
103,383 
103.831 
104.281 
104.735 
1M.190 
105.645 
106,107 
106,569 
107,032 
107.495 
107.962 
108.431 
iW.%l 
109.372 
109.844 
110.807 
111.772 
112,261 
112.754 
113.255 
113.758 
114.268 
114.783 
115.306 
115.834 
116.375 
116.919 
117.463 
118.018 
118.572 



Pima Utility Company - Water Division 
Test Year Ended December 31,2010 

CUstmr Classification Cornrnerical2 Inch Mete, 
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Month Month 
Of Of 

@ &  
u=ge 

To 
566.400 
589.300 
608.500 
613.500 
617,100 
618.100 
620200 
627.900 
628.300 
630.200 
630,400 
631.300 
632.400 
633.600 
647.900 
652.600 
660.200 
664.900 
665.500 
670,900 
673,900 
674.800 
674.900 
676.300 
679.500 
688.900 
689.200 
693.500 
701,000 
702.800 
713.500 

729.100 
735.100 
744,500 
753.900 
759.300 
763.700 
776.700 
793.800 
811.100 
821.200 
824.700 
84o.m 
853.600 
855.500 
860.3W 
895.900 
903.400 
938.300 
954.700 

7m.200 

Month 
Of 
- Feb 

Month 
of 
m 

Month 
of 
& 

Month 
Of 

M3Y 

Monih 
of 

J* 

Month 
of 
- Jul 

1 

Month 
of 
As 

Month 
Of 

SsE 

Month 
of Total 
Es M r  

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

1 1 
I 
1 
1 
1 
1 
I 
1 
1 

1 1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
I 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 

Cumul- 
ative 
@i&g 

1.098 
1,099 
1,100 
1,101 
i.102 
1.103 
1.104 
1,105 
1.106 
1.107 
1,108 
1,109 
1,110 
1,111 
1,112 
1,113 
1.114 
1.115 
1.116 
1.117 
1.118 
1.119 
1,120 
1,121 
1,122 
1,123 
1.124 
1.125 
1.126 
1.127 
1.128 
1.129 
1,130 
1.131 
1,132 
1,133 
1.134 
1.135 
1.136 
1.137 
1.138 
1,139 
1,140 
1,141 
1,142 
1.143 
1.144 
1.145 
1,146 
1.147 
1.148 

Month 
of 

Curnul- 
alive 

-0 
119,138 
119.728 
120,336 
120.950 
121.567 
122,185 
122.805 
123,433 
124.051 
124.692 
125.322 
125,953 
126.586 
127.219 
127.867 
128,520 
129.180 
129.845 
130.510 
131.181 
131.855 
132.530 
133.205 
133.881 
134,561 
135.250 
135.939 
136.632 
137.333 
138.036 
138.750 
139.470 
140.199 
140.934 
141.678 
142.432 
143.192 
143.955 
144.732 
145.526 
146.337 
147.158 
147,983 
148.823 
149,676 
1M.532 
151.392 
152.288 
153,192 
154.130 
155.085 

Usage 
Fmm 
566.400 
589.330 
608.500 
613.500 
617.100 
618.100 
620.200 
627,900 
628.300 
630.200 
630.400 
631.300 
632.400 
633.600 
647.900 
652.600 
660,200 
664.900 
665,500 
670.900 
673.900 
674.800 
674.900 
676.300 
679.500 
688.900 
689.200 
693.W 
701.000 
702.800 
713.500 
720.200 
729.10Q 
735.100 
744.500 
753.900 
759,300 
763.700 
776.700 
793.800 
811.100 
021.200 
824.700 
840,ooO 
853.600 
855.500 
860.300 
895.900 
903.400 
938.300 
954.700 

1 
1 

1 
1 

1 

1 

1 

1 

1 

1 
1 

1 
1 

1 

1 
1 

1 

1 

1 

1 

I 

1 

1 

I 

1 
1 

1 

1 

1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 

1 
1 



Usage 
From: 
956,500 
975.300 

1.003.700 
1,039,700 
1.069.300 
1.081.800 
1.086.500 
1.136.400 
1.169.600 
1226.300 
1.361.800 

Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Curtomer Classification cOmmerical2 Inch Mete, 

Month 
Usage of 

To: & 
956,500 - 
975.300 - 

1,003,700 - 
1.039.700 - 
1,069,300 - 
1.081.800 - 
1.offi.500 - 
1.136.400 - 
1,169.600 - 
1.226.300 - 
1.361.800 - 

Month Month 
O f  of 
- Feb Mar 

Monih Month 
Of of 
& @  

1 

1 

Month 
Of 

& 

1 
1 
1 
1 

Month 
Of 

- Jul 

1 

1 
1 

Month 
Of 

&a 

1 
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Month Month Month 
Of of Of 

1 

Month 
of Total 
- Dec Year 

1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 

Cumul- CumuC 
alive alive 

Gals (I.o00?11 
1.149 156,041 
1.150 157.016 
1.151 158.020 
1,152 159.060 
1.153 160,129 
1.154 161.211 
1.155 162.297 
1.156 163.434 
1,157 164.603 
1.158 165.830 
1.159 167.191 
1.159 167,191 

Totals 96 96 96 96 96 loo 96 96 96 97 97 97 861 

Median Usage 65.000 
Average X CuJ(0rners 72 
Change in Number of Customers 1 

51.537 Average Usage 



Usage 
From: 

1.001 
2,001 
3,001 
4.001 
5.001 
6.001 
7.001 
8.001 
9.001 

10,001 
12.001 
14.001 
16.001 
18.001 
20.001 
25.001 
30.001 
35,001 
40.001 
45,001 
50.001 
60.001 
70.001 
80,001 
90,001 

107,900 
139.000 
191.000 
204,700 
711.800 
919,900 

1.9790M 
1.837.000 
1.876.900 
2.666.400 
3.185.- 
3.386.000 
3.443.000 
4.322.700 
4.453.000 
4,742.500 
5.208.000 
5.404.400 
5.539.500 
6.103.000 
6,218,000 
6.253.000 
6.867.000 
7.814.000 
8.799.000 

Pima Utility Company -Water Division 
Test Year Ended December 31.2010 

Cusiomer Classification Irrigation 

Monlh Month Month Monlh 
Usage of Of Of Of 

To: & Feb &r & 

2.000 
3.000 
4.000 
5.000 
6.000 
7.000 
8.000 
9.000 

10,000 
12.000 
14.000 
16.000 
18,000 
20.000 
25.000 
30.000 
35.000 
40.000 
45,000 
50,000 
w.000 
70.000 
80,000 
90,000 

100.000 
107.900 1 
139.000 1 
191.000 1 
204.700 
711.800 1 
919.900 1 

!,3?8,rn 
1,837,000 
1,876,900 
2.666.400 
3.185.600 
3.386.000 
3.443.000 
4.322.700 
4.453.000 
4.742.500 
5.208.000 
5.404.400 I 
5.539.500 
6.103.ooO 1 
6.218.000 
6.253.000 
6.867.000 
7.814.000 
8.799.000 1 

Monlh 
of 

!43Y 

1 

1 

1 
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Monlh Monlh Monlh Mona Month Month Month 
Of Of Of Of Of of Of 

Jun Jul &¶ &2 od & k C  - 

1 

1 
1 

1 

1 

1 

1 

1 
1 

Total 
Year - 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

CumuC Cumul- 
ative alwe 

Gatsf1.000s) 

1 
2 
3 
4 
5 
6 
7 
6 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

108 
247 
438 
643 

1.354 
2.274 
3,652 
5.489 
7.356 

10.033 
13.218 
16.604 
20.047 
24.370 
28.823 
33.565 
38.773 
44,170 
49.717 
55.820 
62.038 
68.291 
75.158 
82.972 
91.771 



Usage 
From: 

8.864.900 
9.614.000 

10.024.000 
10,693,800 
11,011,000 
12.514.000 
12.628.000 
13.333.000 
14.338.000 
16.341.000 

Pima utility Company - Water Division 
Test Year Ended December 31.2010 

Customer Classification Imgation 

Monlh Monlh Month Month 
Usage of Of Of Of 

To: - Jan &r &r 
8.8fA.900 1 
9.614.000 

10.024.000 
10.693.600 
11.01 1.000 
12.514.000 
12,628.000 
13.333.000 
14,338.000 
16.341.000 

16:896:600 16;866.800 
18.972.000 18.972.000 
22.823.400 22.823.400 
23.765.000 23.765.000 
24,996;SQO 24.996.900 
25.667.700 25.967.700 
28.317.300 28.317.300 
28.379.000 28.379.000 
30.82l.Boo 30.821.900 
31.554.100 31.554.100 
31.959.000 31.959,wO 
34.751.300 34.751.300 
38.924.000 38.924.000 
41.176.000 41.176.000 
44,830.000 44.830.000 
53.826.000 53,825,000 
63.974.000 63.974.000 
67.215.000 67.215.000 

1 

1 

1 

1 

Monlh 
of 

1 

1 

1 

Exhibil 
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Month Month Monlh Month Month Month 
Of of Of Of Of Of 

J u n J u l & g & Q g & y  

1 

1 
1 

1 

1 
1 

1 

1 

1 
1 

1 
1 

1 
1 

1 

1 

1 

Monlh 
of 
- Dec 

1 

1 

1 

Curnul- Cumul- 
Total ative alive 
- Year Biliing Gal$ (1.000~1 

1 26 100.636 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

Totals 4 3 4 5 5 6 5 5 5 4 3 4 53 

Median Usage 8,864.900 
Avemp X Custome~ 4 
Change in Number of Cuslomers 

8 15.854.381 

27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
53 
53 

110.250 
120.274 
130.968 
i4$,979 
154.493 
167.121 
180.454 
194.792 
211.133 
228.030 
247.002 
269.825 
293,590 
318.537 
344.555 
372.872 
401.251 
432,073 
463.627 
495.586 
530.337 
569.261 
610.437 
655.267 
709.093 
773.067 
840.282 
840.282 
840.282 



Usage 
Fmm. 

1,001 
2.001 
3.001 
4.001 
5.001 
6.001 
7.001 
8.001 
8.001 

10,001 
12.001 
14.001 
16.001 
18.001 
20.001 
25.001 
30.001 
35.001 
40.001 
45.001 
50.001 
w.OO1 
70.001 
80.001 
w).001 

692.100 
1.088.300 
1.173.200 
l.ZS.5W 
1.262.200 
1,286.900 
i,S&i,2G2 
1.465.400 
1,656.200 
2.656.000 
3.128.100 
4.224.100 

Pima U t i l i  Company ~ Water Division 
Test Year Ended December 31,2010 

Customer Uassiiiralion Irrigation - Remvered EMuent 

Month Monlh Monlh Month Month 
Usage of Of Of Of of 

To: & @ M a r & &  

2 . m  
3.000 
4.000 
5.000 
6.m 
7.000 
8.000 
9.000 

10,000 
12.000 
14.000 
16.000 
18.WO 
20.000 
25.000 
30.000 
35.000 
40,000 
45.000 
50.000 
60.000 
70.000 
80.000 
90.000 

1w.m 
692.100 

1,088.300 
1.173.200 
1,226.500 
1,262.200 
1.286.900 . .,-- 
1.465.m 
1.655.200 
2.656.000 
3,128. 100 
4.224.100 

I.-.- " 

1 
1 

1 

1 
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Month Month Month Month Month Month Month 
Of Of Of Of or of d 
J u n & l & g y l w w D e c  

1 

1 
1 

1 

1 

1 

1 

curmc 
Total alive 
&wm 

1 1 
1 2 
1 3 
1 4 
1 5 
1 6 
1 7 
1 B 
1 9 
1 10 
1 11 
1 12 

12 
12 
12 
12 

Totals 1 1 I 1 1 1 1 1 1 1 1 1 12 
1.795.350 Average Usage 

cumuc 
alive 

Gals (1.oo(kl 

992 
2.080 
3.254 
4.480 
5,742 
7.029 
8.415 
9.881 

11.536 
14.192 
17.320 
21.544 
21.544 
21.544 
21.544 
21.544 

Median Usage 1.336.550 
Average # ulsiomers 1 
Change in Number of Customers 



Pima Utility Company 

Wastewater Division Schedules 

Schedules A through C, 
E through F, and H 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

r 33 
. 34 

35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Pima UtilityCornpany -Wastewater Division 
Test Year Ended December 31,2010 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Exhibit 
Schedule A-1 
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Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return on Fair Value Rate Base 

Operating Income Deficiency 

Gross Revenue Conversion Fador 

Increase in Gross Revenue 
Requirement 

Adjusted Test Year Revenues 
Increase in Gross Revenue Revenue Requirement 
Proposed Revenue Requirement 
% Increase 

Customer 
Classification 
JResidential Commercial, lrriclation) 
5/8x3/4 Inch Residential 
1 Inch Residential 

5/8x3/4 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1 1/2 Inch Commercial 
2 Inch Commercial 

Effluent 

Revenue Annualization 

Subtotal 

Other Water Revenues 
Reconciling Amount 
Rounding 
Total of Water Revenues 

SUPPORTING SCHEDULES: 
6-1 
c-1 
c-3 
H-1 

Present 
Rates - 

$ 2,658,546 
145,477 

6,410 
$ 1,272 

16,909 
12,672 

115,770 

121.512 

13,363 

$ 

Proposed 
Rates 

$ 3,250,073 $ 
177,846 

7,836 
$ 1,555 

20,671 
15,491 

141,529 

149.468 

16,141 

9,863,271 

441.784 

4.48% 

934.052 

9.47% 

492,268 

1.4041 

691,210 

3,096.775 
691,210 

3,787,985 
22.32% 

Dollar Percent 
Increase Increase 

591,527 22.25% 
32,369 22.25% 

1,426 22.25% 
283 22.25% 

3,762 22.25% 
2,819 22.25% 

25,759 22.25% 

27,956 23.01% 

2,778 20.79% 

$ 3,091,931 $ 3,780,610 $ 688.679 22.27% 

6,030 6,030 0.00% 
(1,186) 1,345 2,531 -213.41% 

0.00% 
$ 3,096,775 $ 3,787,985 $ 691,210 22.32% 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Summary of Results of Operations 
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Line 
- No. Descriotion 
1 Gross Revenues 
2 
3 Revenue Deductions and 
4 Operating Expenses 
5 
6 Operating Income 
7 
8 Other income and 
9 Deductions 
10 
11 Interest Expense 
12 
13 Netlncome 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Earned Per Average 
Common Share 

Dividends Per 
Common Share 

Payout Ratio 

Return on Average 
Invested Capital 

Return on Year End 
Capital 

Return on Average 
Common Equity 

Return on Year End 
Common Equity 

Times Bond Interest Earned 
Before Income Taxes 

Times Total Interest and 
Preferred Dividends Earned 
After Income Taxes 

Proiected Year 
Test Year Present Proposed 

Prior Years Ended Actual Adjusted Rates Rates 
12/31/2008 12/31/2009 12/31/2010 12/31/2010 12/31/2011 12/31/2011 

$ 3,120,792 $ 3,113,709 $ 3,091,256 $ 3,096,775 $ 3,096,775 $ 3,787,985 

2,152,104 2,194.470 2,158,356 2,654,991 2,654,991 2,853,934 

$ 968,688 $ 919,239 $ 932,900 $ 441,784 $ 441,784 $ 934.051 

13,984 (817) (1.490) (1.490) (1.490) (1.490) 

(550,887) (520,074) (487,087) (220.1 31) (220,131) (220,131) 

$ 431,785 $ 398,348 $ 444,324 $ 220,163 $ 220.163 $ 712,431 

2.40 

2.96% 

2.98% 

6.95% 

6.72% 

1.76 

1.76 

2.21 

2.76% 

2.77% 

6.01 % 

5.83% 

1.77 

1.77 

2.47 1.22 

3.10% 1.47% 

3.11% 1.47% 

6.30% 3.17% 

6.11% 3.12% 

1.92 2.39 

1.92 4.23 

1.22 

1.50% 

1.54% 

2.98% 

2.94% 

2.39 

4.23 

3.96 

4.87% 

4.99% 

9:34% 

8.92% 

5.49 

4.24 

46 SUPPORTING SCHEDULES 
47 c-1 
48 E-2 
49 F-1 
50 
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Test Year Ended December 31,2010 
Summary of Capital Structure 

Line 
- No. 

1 
2 
3 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

DescriDtion: 

Test 
Prior Years Ended Year 

12/31/2008 12/31/2009 12/31 I201 0 

Short-Term Debt 

Long-Term Debt 7,035,000 6,595,000 3,186,181 ’ 
Total Debt $ 7,035,000 $ 6,595,000 $ 3,186,181 

Preferred Stock 

Common Equity 6,429,704 6,828,052 7,272,375 

Projected 
Year 

12/31/2011 

4,354,013 ’ 
$ 4,354,013 

7,492,538 

13 
14 Total Capital 8, Debt $ 13,464,704 $ 13,423,052 $ 10,458,556 $ 11,846,552 
15 
16 
17 Capitalization Ratios: 
18 
19 Long-Term Debt 52.25% 49.13% 30.46% 36.75% 
20 
21 Total Debt 52.25% 49.13% 30.46% 36.75% 
22 
23 
24 Preferred Stock 
25 
26 Common Equity 47.75% 50.87% 69.54% 63.25% 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Total Capital 100.00% 100.00% 100.00% 100.00% 

Weighted Cost of 
Senior Capital 3.75% 3.53% 2.34% 2.64% 

’ Allocated portion of long-term debt based upon consolidated capital structure 
and proposed rate base. 

SUPPORTING SCHEDULES: 
E-1 
D-1 



Pima UtilityCompany Exhibit 
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Test Year Ended December 31,2010 
Summary of Consolidated Capital Structure 

Line Test Projected 
- No. Prior Years Ended Year Year 
1 Description: 12/31/2008 12/31/2009 12/31/2010 12/31/2011 
L 

3 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Short-Term Debt 

Long-Term Debt 

Total Debt 

Preferred Stock 

Common Equity 

Total Capital 8, Debt 

Capitalization Ratios: 

Long-Term Debt 

Total Debt 

Preferred Stock 

Common Equity 

Total Capital 

Weighted Cost of 
Senior Capital 

SUPPORTING SCHEDULES: 
E-I 
D-I 

7,035,000 6,595,000 6,125,000 8,370,000 

$ 7,035,000 $ 6,595,000 $ 6,125,000 $ 8,370,000 

21,199,018 18,857,187 19,432,404 18,539,615 

$ 28,234,018 $ 25,452,187 $ 25,557.404 $ 26,909,615 

24.92% 25.91% 23.97% 31.10% 

24.92 yo 25.91% 23.97% 31.10% 

75.08% 74.09% 76.03% 68.90% 

100.00% 100.00% 100.00% 100.00% 

1.92% 1.99% 1.84% 2.23% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31,2010 

Construction Expenditures 
and Gross Utility Plant in Service 

Exhibit 
Schedule A 4  
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Prior Year Ended 12/31/2008 

Prior Year Ended 12/31/2009 

Test Year Ended 12/31/2010 

Projected Year Ended 12/31/2011 

SUPPORTING SCHEDULES: 
B-2 
E-5 
F-3 

Net Plant Gross 
Placed Utility 

Construction in Plant 
Expenditures Service in Service 

234.673 234.673 20,012,385 

226,550 323,568 20,335,953 

248,075 227,885 20,563,838 

315,000 315,000 20,878,838 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 

48 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31.2010 
Summary Statements of Cash Flows 
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Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 
provided by operating activities: 

Depreciation and Amortization 
Other -Adjustments 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Deferred Charges 
Notes Receivable 
Accounts Payable 
Intercompany payable 
Customer Meter Deposits 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Plant Held for Future Use 
Changes in debt reserve fund 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Change in Restricted Cash 
Proceeds from Long-Term Debt 
Net receipt of contributions in aid of construction 
Net receipts of advances in aid of construction 
Repayments of Long-Term Debt 
DistributionslDividends Paid 
Deferred Financing Costs 
Paid in Capital 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

SUPPORTING SCHEDULES: 
E-3 
F-2 

Prior Prior Test Projected Year 
Year Year Year Present Proposed 

Ended Ended Ended Rates Rates 
12/31/2008 12/31/2009 12/31/2010 12/31/2011 12/31/2011 

$ 431.785 $ 398.348 $ 444.324 $ 220,163 $ 712.431 

770.492 
(22,963) 

4.835 

14.994 
(705,592) 

(4,610) 

(1 4,862) 
(6.940) 

757.553 

(1.527) 

250,224 
(761,943) 

49.899 

(15,951) 
3,025 

702,524 1,010,700 1.010.700 

(1,467,236) 
1 , I  15.641 

(27,566) 

(17.038) 
3.156 

(407) 1,293 (39,374) 
$ 466.731 $ 680.920 $ 705.191 $ 1,230,863 $ 1,723,131 

(234.673) (226.550) (248,075) (315,000) (315,000) 

151,955 4,638 
$ (82,718) $ (221,912) $ (248,075) $ (315.000) $ (315,000) 

(44,995) (13,104) (13,104) (13.104) 
(410.000) (440,000) (470.000) (912,938) (912,938) 

25.987 25.987 25.988 

$ (384,013) $ (459,008) $ (457,116) $ (926,042) $ (926.042) 
0 0 (0) (10,179) 482,089 

0 0 0 0 
0 $ (10.179) $ 482,089 16 O $  O $  



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31.2010 

Summary of Rate Base 
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Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of Construction 

Contributions in Aid of Construction 

Accumulated Amortization of ClAC 

Customer Meter Deposits 
Deferred Income Taxes & Credits 

plus: 

Prepayments 
Materials and Supplies 
Allowance for Cash Working Capital 

Total Rate Base 

SUPPORTING SCHEDULES: 
6-2 
6-3 
6-5 
E-I 

Original Cost Fair Value 
Rate base Rate Base 

$ 22,055,018 $ 22,055,018 
11,546,833 11,546.833 

$ 10,508,186 $ 10,508,186 

285,313 285,313 

937,694 . 937,694 

(578,092) (578,092) 

$ 9,863,271 $ 9,863,271 



Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31,2010 

Original Cost Rate Base Proforma Adjustments 
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Actual 
at 

End of 
Test Year 

Adjusted 
at end 

Proforma of 
Adiustment Test Year 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Gross Utility 
Plant in Service $ 20,563,838 1,491,180 $ 22,055,018 

Less: 
Accumulated 
Depreciation 10,641,699 905,133 1 1,546,833 

Net Utility Plant 
in Service $ 9,922,139 $ 10,508,186 

Less: 
Advances in Aid of 

Construction 285,313 285,313 

Contributions in Aid of 
Construction - Gross 937,694 

(756,631) 

(0) 

178,539 

937,694 

(578,092) Accumulated Amortization of ClAC 

Customer Meter Deposits 
Accumulated Deferred Income Tax 

Plus: 

Prepayments 
Materials and Supplies 
Allowance for Cash Working Capital 

Total $ 9,455,764 $ 9,863,271 

SUPPORTING SCHEDULES: 
8-2. pages 2 
E-1 

RECAP SCHEDULES: 
8-1 



/ 

Line 
- NO. 
1 Gross Utility 
2 Plant inservice 
3 
4 Less: 
5 Accumulated 
6 Depreation 
7 
8 
9 Net Utility Plant 
10 inservice 
11 
12 Less: 
13 Advanoes in Aid of 
14 Conslruction 
15 
16 Contrbutions in Aid of 
17 Consbudion (CIAC) 
18 
19 Accumulated Amort of CIAC 
20 
21 Customer Meter Deposts 
22 Accumulated Deferred Inmme Taxes 
23 
24 
25 Plus: 
26 
27 
28 Prepayments 
29 Materials and Suppks 
30 
31 
32 Total 
33 
34 
35 

Allowance for C a h  W n g  Capital 

Pima UtilayCompany -Wastewater Division 
Test Year Ended December31.2010 

Original Cost Rate Base Proforma Adjustments 

Proforma Adimlments 
Adual 1 2 3 4 

at lntenlanaly 
End of Plant-in- Accumulated Left 

Test Year DeDredation Q& Blank 

5 20.563.838 1,491.180 

10.641.699 905.133 

Exhibit 
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5 Adjusted 
at end Intentionally 

Lefl of 
- Blank Test Year 

S 22.055.018 

11.546.833 

$ 9,922,139 0 1.491.180 $ (905.133) $ - $ - $ - 5 10,508.186 

285.313 

937.694 

(756.631) 

(0) 

178,539 

285.313 

937,694 

(578.092) 

$ 9.455.764 S 1,491,180 S (905,133) $ (178.539) S - S - - $ 9.863.271 

36 SUPPORTINGSCHEDULES 
37 8-2. pages 3-5 

RECAP SCHEDULES 
B-1 

38 E-1 
39 
40 



Exhibd 
schedule 0.2 
Page 3 
Wnnes Bourassa 

Pima UlililyCompany -Waslewaler Division 
Tesl Year Ended December 31.2010 

Orbinal Cos1 Rate Base Proforma Adjuslmenls 
Adjurlmenl Number 1 

planl-in-Service 

- A 

Line 
- No. 
1 
2 
3 
4 Acd. 
5 Descriotion 
6 351 Omaniralion Cos1 
7 352 FranchiseCml 
6 353 Land and Land Rights 
9 354 Strvdures h lmprovemenls 
10 355 Power Generalimn Equipment 
11 360 ColkUion Sewers - Farce 
12 361.1 Collection Sewen. Gravity 
13 361 2 Manholes 6 Cleanwls 

15 363 SeNCiesloCuslomers 
16 364 Fbw Measuring Devices 
17 365 Flaw Measuring lnslablmns 
18 366 Reuseservices 
19 367 Reuse Meters and Meler lnslallalions 
20 370 ReceivhgWeUs 
21 371.1 Pumping Equipment - La SIalionS 
22 371.2 Mher Pumping Equipmenl 
23 371.3 Pumping Equipment - Recharge Web 
24 374 Reuse Dslributan Reserdrs 
25 375 Reuse Transmission and Dislr ihl in 
2-3 380 Trea(menl6 Disposal Equipment 
27 381 Plant Sewers 
28 382 OulfaH Sewer tines 
29 389 Mher Plan1 h Misc Equipmenl 
30 390 O W  Fumlure h Equipment 
31 390.1 Cornpulers h Sonware 
32 391 Tranzpmion Equipmenl 
33 392 SlwesEquipnenl 
34 393 Took. Shop h Garage Equipment 
35 394 Laboralopl Equipment 
36 395 Power Operated Equipmen1 
37 3% Communicalion Equipmenl 
38 397 Miscellaneous Equipmenl 
39 398 Mher TangiMe Planl 
40 Posl-in-re& AFUDC 
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3 5  
366 
267 
370 

371.1 
371.2 
371 3 
374 
375 
380 
381 
2a2 
369 
F10 

3901 
391 
392 
393 
394 

395 
336 
397 
398 

:%4pn* 

Sub Tobl . 9U)Y)S 19796199 6244850 5467% 546 795 - 161 045 161 045 

U S 6  716722 226711 P~1.1" scnre AFUDC 

TOT*, 

r I 

15.299 

10.4221 
6.756 

3.435 

76.413 
1.251 

24.716 

379.961 

1.809 

1.585 

25.038 

15.299 

10.421 
6.766 

3,435 

76.413 
1.251 

24.716 

379.951 

1.909 

1.585 

25.038 

26.053 

9.721 

- 118.948 

1.261 

1 .mo 

2052 

26.063 

9.721 

I I ~ . M U B  

1.291 

1.000 

2.052 

Depr.Cl1m" 

6.m3 

566 
71.809 
31.270 

11.258 

8.077 
1Y.681 

11,223 
101.966 

1538 
481.528 

52.894 
425 

1.545 
7.883 

15532 
199 
86 

10,298 

Fl."l 
-De 

91 528 
mi ,282 

28.319 
3.595.659 
1.566.898 

561.637 

226.251 

112.859 
1.027.180 

i . 3 m  986 

126.887 
9,763.076 

793.016 
6.367 
7.727 

39.739 

155.611 
1.993 
1.71 t 

114.473 

*sarrn 

B 

39.636 

4.106 
748.322 
325,352 

7 2 . 3 1  

77.610 
655.379 

216s 
482.972 

20.354 
3,576.297 

238.413 

1,956 
zcm 

28.685 

49.126 
498 
480 

20.656 



line 

t4!x 

1 
2 
3 
4 
5 
6 

7 
8 
9 
IO 
11 

I2 
13 
14 
I5 
16 
I7 
18 
I9  

21 
22 
W 
24 
25 
26 
27 
20 
W 
30 
31 
32 
u 
34 
35 
36 
37 
38 
39 

m 

NARUC 

ti% 

351 
352 
353 
?.54 
355 
360 
361 1 
3661 2 
362 
363 
364 
365 
366 
367 
370 
371 1 
371 2 
371 3 
374 
375 
380 
381 
182 
a8s 
380 

.WUl 
391 
392 
393 
394 
395 
396 
397 
398 

300% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3 00% 
3m 
3 00% 
3 00% 
3 00% 
3 00% 
3m 
3 00% 
3 00% 
3 00% 

69m4 
225.293 
132.2% 

50.514 

75.225 
3 . 9 3  
71.431 

417.259 

5.500 

8.313 

5.986 

69.W4 
m.293 
132.296 

50.51 4 

75.725 
3.343 
71.431 

427.259 

5.500 

8.31 3 

5.986 

64.361 

331 ,045 

30.922 

15.449 

260.594 

2.813 
1.591 

2.885 

3,150 

95.283 

15,449 

592.440 

281 3 
1,w1 

2.885 

3.150 

DopnNon 
&&&&@l 

6.703 

1.256 
74.166 
32.651 

lt.798 

8.077 
136.096 

11,453 
105.517 

2.538 
uu .024  

52.894 
331 

1.376 
8.498 

15.813 
199 
86 

l1.5a9 

Plan( 

91.528 
mi ,282 

97.523 
3.820.652 
1.698.194 

615,152 

275.251 
1,350,928 

115.m 
1.083.163 

IX.887 
9.597.595 

753.016 
3.554 
6.m6 
45.239 

161.039 
1.933 
1.711 

117.309 

*swm - 
46.339 

5.36 5 
Bzz.488 
358.013 

04.099 

85.687 
696,192 
13.918 

573.040 

22,882 
3.467.881 

Wl.367 

1.551 
35.183 

62.013 
697 
345 

15391 

29.095 

- 865.097 20.156.854 6.585.336 1.074.365 - 1,074,365 396.207 317.501 713.711 I 

m 065 325 
49712% 



I"* 

up 

1 
2 
3 
4 
5 
6 

7 
8 
9 
IO 
II 
12 
13 
I4 
IS 
16 
17 
18 
19 
10 
11 
U 
D 
24 
6 
E 
7 
'I) 

n 
a 
ll 
I2 
U 
u 
6 
16 
7 
6 
e 
I )  

N A R K  

b u n 1  

NO - 
351 
352 
353 
3% 
355 
360 

3 8 1  I 
361 2 
362 
J63 
3&( 
365 
366 
367 
370 

371 1 
171 2 
371 3 
374 
375 
380 
381 
382 
389 
Ea 

3901 
391 
M 
393 
as4 
3% 
395 
391 
398 

TOTAL 

1 

10.530 

58. I S  

3.089 
72.w 

15.537 

Piam 
Mditionr 

10.633 

58,153 

3.089 
72.002 

16.537 

5 . m  5.m 

18,992 18.992 

10.214 10.214 

643 643 

DWT.d6o" 

6.703 

1.950 
76.419 
33.984 

12303 

8.077 
135.374 
11.6W 

110.274 

2.568 
4a1.439 

52.834 
237 

1 .m7 
9,048 

16.104 
199 
h9 

12.558 

R."I 

91.528 
m1.2.32 

97.523 
3.820.852 
1.699.l94 

615.1 52 

226.251 
l.358.55(1 

116.201 
1.rnm 

(29.976 
9,658,683 

793.016 
3.554 
6.036 

45,234 

161.039 

1.993 
1.068 

133.847 

A-m 

BE!!s% 

53.242 

7.315 
898.907 
391.897 

96.402 

93.784 
8 x 5 5 6  
25.538 

664,322 

25.460 
3.939.106 

344,261 

2858 
44.231 

(150 

78.1 n 
897 

(28) 
41.653 



Jm 

ti% 

1 
2 
3 
4 
5 
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7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
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21 
22 
23 
24 
25 
26 
27 
26 
29 
30 
31 
32 
33 
n 
1 
16 
37 
2-9 
x) 

NARUC 
A-1 
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351 
352 
353 
3% 
355 
360 

361.1 
3611 
M 
363 
364 
365 
3 6  
367 
370 

371.1 
371.2 
371.3 
374 

380 
2-91 
362 
369 
390 

p a 1  
391 
392 
393 
394 
395 
396 
397 
398 

- 

375 

10 TOTAL 

I 1  

29.215 
11,170 
21113 

5.414 
33.470 

2.574 

29.215 
11.170 
21.213 

5.414 
33.470 

2.574 

14,035 14,035 
29.789 r).m 
7 . m  7 . m  

3.675 3.675 

D.prl(ion 
lCllNlrtrdl 

6.7~3 

1.950 
76.419 

13.981 

12,303 

8.077 
136.375 
10.689 

112.932 

2.654 
463.729 

52.894 
z r  

1.207 
1.m9 

16.185 
199 
53 

12.713 

Plant 
B&!&@e 

91.528 
201.282 

97.523 
3.820.952 
1.ESS.194 

615.152 

ps.251 
1.370.938 

9 r . w  
1.136.309 

135,390 
9,689,478 

7 9 3 . ~ 6  
3.554 
6.036 

43.330 

152.683 

1.993 
1.068 

im 420 

Arm* - 
59.945 

9.266 
975.326 
425.981 

icn.ms 

101.841 
948.106 

6.438 
no.016 

28.114 
4,418,160 

397.156 
86 

4.M5 
43.330 

s3.411 
1.096 

25 
40.839 
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355 
360 

361.1 
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364 
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371.1 
371.2 
371.3 
374 
375 
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2-51 
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2-59 
390 
ra. I 
391 
392 
393 
294 
395 

396 
397 
398 

r I 

49.150 

33.551 
15.412 

17.097 

29.252 
3.616 

262.374 

2.055 
170.263 

179.493 

982 

49,150 

33.551 
15.412 

17.097 

29.252 
3,616 

251.374 

2055 
170.253 

179,493 

982 
21.s.30 

1.463 

1I.IUO 

890 

79.777 

5.000 

1.068 
6,708 

I1.IUO 

890 

79,777 

21.500 

6.463 

1.066 
6,706 

1.500 

7.521 

1,950 
76.755 
34,138 

12,474 

8.077 
138.005 

8.819 
126.705 

2.728 
485.736 

58.880 
a 7  
1.m5 

(1.500) 

15.943 
199 
27 

11,707 

Plan1 
m h  

91.528 
253.433 

91.523 
3.85d.512 
1.714.606 

632249 

226,251 
1.389.160 

101.198 
1,397,793 

131.444 
9,779,964 

972.509 
3.554 
7.01 8 
21,1130 

156200 
1.893 

0 
113.711 

Asarm - 
67.466 

11.216 

4Eu.119 

121.179 

i.052.081 

109,SIS 
1.075.081 
16.377 

895.641 

33.042 
4.826.119 

4S.036 
323 

5.371 
21.1130 

1m.092 
1.295 

( l . O l 6  
4.940 

m 857951 
4 9105% 



pima Utility Company - Sewer Mriilon 

Plant AddiOonr and ReOnmenls 

jr* 
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2 
3 
4 
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6 
7 
n 
9 
10 
11 
12 
13 
14 

15 
16 
17 

19 
20 
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23 
24 
25 
26 
27 
28 
29 
YI 

31 
32 
33 
34 
15 
16 
37 
38 
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a 

351 
352 
353 
3y 

355 
350 

361.1 
351.2 
362 
363 
354 
355 
366 
357 
370 

371.1 
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371.3 
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3901 
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392 
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395 
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T O T M  
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3 00% 
3 00% 
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3 00% 
3 00% 

3 00% 
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21.325 
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5.115 
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211 ,n4 
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lw2.914 

5.115 
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14.635 14.635 
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D s p n h o "  
IC.INlatedl 
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12.645 
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144.973 
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140.1l4 

2749 
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64.866 
237 
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15.520 
I99 
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11.677 

91.528 
250.433 75.805 

97.523 13.167 
3 . 8 ~ ~ 1 2  1.1m.17( 
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632249 133.674 

226.251 117.- 

101.198 26.4% 
I.4M.4S3 1.021.319 

1 . 5 1 0 . ~ ~  1.129.424 

137.444 33.sBt 
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3.554 550 
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32396 7 1 6 . m  388.750 

21 039.770 

5 0232% 
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TOTAL 
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65.322 
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52.091 

80.127 
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31.480 31.480 
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21.123 21.123 

Depr.oM" 
IC.lcul.lsdl 

8.339 

1.950 
77.090 
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12.645 

8.077 
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2749 
4rn.728 
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199 

0 
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Pi."( 
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~ 1 . 5 2 8  
250,433 

67.523 
3 .8n.512 
1.791.722 

632.249 

226,251 
1 3 4 . 1 4 8  

1w.443 
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9,884,071 

972.509 
6 . D  

1 O . W  
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1 5 6 . W  
1.W 

0 
118.828 

Aaun. 

mK?L 

84.14' 

15.111 
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sa.% 

1 4 8 . a  

128.m 
l.2Y).857 
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(196 
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1 
2 
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5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Accl. 
- No 
35 t 
352 
353 
354 
355 
360 

361.1 
361.7 
362 
363 
364 
365 
366 
367 
370 

371 1 
371.2 
371 3 
374 
375 
380 
381 
382 
389 
390 

390.1 
39 1 
392 
393 
394 
395 
3% 
397 
398 

Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31.2010 

Original Cos1 Rate Base Pmfoma Adjustments 
Adjustment Number 2 

Exhibit 
Schedule 8-2 
Page 4 
Witness: Bourassa 

Accumulated Deorecialion 

Adiustments 
A - B c - D - E 

Per Books 10 Intentionally Intentionally Intentionally Adjusted 
Difference 

Accum. Retirement Compuled Len Len Len Acwrn. 
DesuiDlion Adiustments - Balance - Blank B!& B!& & 
Organizalion Cosl 
Franchise Cosl 
Land and Land Rshts (480) 84.624 84.144 
Sl~ctures 8 Improvements 4.634 P.055) (1,579) 
Power Generalion Equipmenl 15.117 15,117 
Collection Sewers - Force 827.319 378.943 1.206.261 
Collection Sewers -Gravity 3.120.270 (2.590.720) 529,549 
Manholes a Cleanouls 
Special Collecting S!NCIUreS 146.469 146.469 
Sennies to Customers 327.378 (327.378) 
Flow Measuring Devices 
Flow Measuring Installalions 
Reuse Services 
Reuse Meters and Meler Installalions 126.073 126.073 
Receiving Wells 1.250.667 1.250.567 
Pumping Equipmnl- Lifl Statlons (325.364) 362.092 36.728 
Mher Pumping Equipmenl (95.534) 1.238.514 1.142.980 
Pumping Equipment - Recharge Well: (125.675) 125.675 
Reuse Distribution Reserviors 36.340 36.340 
Reuse Transmission and Distribution 5,730,039 5.730.039 
Treatmenl (L Disposal Equipment 5,547,925 (647,917) (4,900.008) 
Plant Sewers 
Outfall Sewer lines 280.339 305,430 585.769 
Other Plant EL Mirc Equipmenl 177.655 (176,759) 8% 
Olflca Furniture 6 Equipment (2.813) 11.377 8.564 
Computers a Soilware (5,563) 27.393 21.830 
Transportation Equipment (3.170) 3,170 
Stores Equipment 134.132 134.132 
Tools. Shop Garage Equipment (60.612) 62.306 1.694 
Labomlory Equipment (1.016) (1,016) 
Power Operated Equipmenl (1.711) 71.161 69.450 
Communication Equipment (42.582) 42.582 
Miscellaneous Equipment 
Other Tangible Plant 
Post-in-service AFUDC 356,180 64,966 421.146 

TOTALS f 10.641.699 5 (1.314.477) S 2,219,610 S - f  - f  - I 11.546.833 

Accumulated Depreclation per Books 

Increase (decrease) in Accumulated Depreciation 

Adjuslmnt to Accumulated Deprecialmn 

SUPPORTING SCHEDULES 
Workpapen/8-2 Schedule - Pima Sewer.xlsx 

I 10,641,699 

f 905,133 

f 905,133 

8-2. pages 3.1 to 3.18 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 

a 

i a  

28 

3a 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization 

Exhibit 
Schedule 8-2 
Page 5 
Witness: Bourassa 

Computed balance at 12/31/2010 

Book balance at 12/31/2010 

Increase (decrease) 

Adjustment to CIAC1A.A. ClAC 
Label 

SUPPORTING SCHEDULES 

8-2, page 5.1 
E-1 

Gross Accumulated 
Amortization ClAC - 

$ 937,694 $ 578,092 

$ 937,694 $ 756,631 

$ (0)  $ (178,539) 

$ (0)  
3a 



Llru 
BQ 

1 
2 
3 
4 
5 
6 
7 
6 
9 
10 
11 
12 
13 
14 
15 
16 
17 
16 
19 

21 
a 
11 
24 
25 
28 
21 
28 
29 
30 
31 
32 
33 
34 
35 
38 
37 
38 
39 
4a 
41 
42 
43 
U 
45 
48 
47 

m 

I I i i 1 i 1999 2000 2001 2002 2001 
Balance 

1998 
B3h"CR 8alans. B.l*"u Bala- B*I."CL BaI."C= 

l211~11997 Addllonr 12lMfl998 Addltionr 1211111999 AddlUonr lU1lI2OW Addlllonr l 2 f I 1 ~ 0 0 1  AWlUonr 1111112002 Additions 1 2 n l n W l  

937,634 I 355.965 523.655 w 9 . w  58.~4 937.694 - 937.634 - 937.694 - 937.694 

16.378 

4w1n 
3 m m  3.mmx 

5 051 1% 5.1 189% 5 0 0 1 1 ~  

34.912 62172 109.QO 157.630 m4.582 

339.607 5w.655 844,128 58.054 875.~22 - 828.064 - 760.061 - 713.112 . 686.58€ 

16.534 27.280 41.458 46.w0 48.852 46.528 
251.108 

- 937.634 - 937.6% . 937.694 - 937.694 - 937.694 - 931.694 

4 . 0 9 ~  4 97% 4.96% 4 96% 491% 5 o2n 
46.615 46.633 48.485 46.Cd5 47.102 

530,B)S 

- 639.809 - 593.194 . 548.501 - 500.00s - 453.960 - u16.858 

46.777 
~7.885 344.500 391.193 431.689 483.734 

2010 

AddINonl lU31ROlO 
811ance 

- 937.694 
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- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCompany -Wastewater Division Exhibit 
Schedule B-5 
Page 1 
Witness: Bourassa 

Test Year Ended December 31,2010 
Computation of Working Capital 

Cash Working Capital (118 of Allowance 
Operation and Maintenance Expense) 

Pumping Power (1/24 of Pumping Power) 
Purchased Water (1/24 of Purchased Water) 

Total Working Capital Allowance 

Working Capital Requested 

Total Operating Expense 
Less: 
Income Tax 
Property Tax 
Depreciation 
Purchased Water 
Pumping Power 
Allowable Expenses 
1/8 of allowable expenses 

SUPPORTING SCHEDULES: 
E-I 

$ 162,329 
5,597 

$ 167,926 

Adiusted Test Year 
$ 2,654,991 

$ 85,405 
125,916 

1,010,700 

134,337 
$ 1,298,633 
$ 162,329 

RECAP SCHEDULES: 
B-1 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31.2010 

Income Statement 

Exhibit 
Schedule C-I 
Page 1 
Wtness: Bourassa 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Revenues 
Flat Rate Revenues 
Metered Revenues 
Other Revenues 

Operating Expenses 
Salaries and Wages 
Salaries and Wages - Off. and Dir. 
Employee Pensions and Benefits 
Purchased Power 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services - Water Testing 
Rents - Equipment 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance - Worket3 Comp 
Reg. Comm. Exp. 
Reg. Comm. Exp. - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation Expense 
Amortization of Deferred Operating Costs 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 
Gain/Loss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
C-1, page 2 
E-2 

Test Year 
Book 

Results 

$ 2,955,870 
93.356 
42,030 

$ 3,091,256 

$ 345,644 
90,294 

11 5,720 
105,351 
84.059 

184.532 
188.906 
20,305 

3,067 
108 

61,500 
15.729 

698 
28.808 
3,067 

20,916 
222 

9,509 
2,174 

702,524 

10,449 
164.773 

$ 2,158,356 
$ 932,900 

97 
52 

(487.087) 
(1,639) 

$ (488.577) 
$ 444,324 

Test Year Proposed Adjusted 
Adjusted Rate with Rate 

Adiustment Results Increase increase 

$ 41,519 $ 2.997.389 $ 691.210 $ 3,688.599 
93.356 93.356 

(36,000) 6,030 6,030 
$ 5.519 $ 3,096,775 $ 691,210 $ 3,787,985 

- $  

28.986 

50,000 

308.176 
62.925 

(38.857) 
85.405 

345.644 
90,294 

115,720 
134,337 
84,059 

184.532 
188,906 
20,305 

3,067 
108 

61,500 
15,729 

698 
28,808 

3,067 
20,916 

222 

50,000 
9,509 
2,174 

1,010,700 
62,925 
10,449 

125.9 16 
85.405 

$ 345,644 
90.294 

11 5,720 
134,337 
84,059 

184.532 
188,906 
20.305 
3,067 

108 
61,500 
15,729 

698 
28.808 
3,067 

20,916 
222 

50,000 
9,509 
2,174 

1,010,700 
62,925 
10,449 

9,267 135,183 
189.676 275,081 

$ 496,635 $ 2,654,991 $ 198,943 $ 2,853,934 
$ (491,116) $ 441,784 $ 492,268 $ 934,051 

97 
52 

266,956 (220,131) 
(1.639) 

97 
52 

(220,131) 
(1.639) 

- $ (221,621) $ 266.956 $ (221,621) $ 
$ (224,161) $ 220,163 $ 492,268 $ 712,431 

RECAP SCHEDULES: 
A- 1 



l.n 

9l.m 

29.923 ( 3 3 0  

62.925 

s 345.644 5 



Line - No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

Revenues 

Expenses 

Operating 
Income 

Interest 

Other 
Expense 

Income I 
Expense 

Net Income 

Revenues 

Expenses 

Operating 
Income 

Interest 

Other 
Expense 

Income I 
Expense 

Net Income 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31. 2010 

Adjustments to Revenues and Expenses 

Exhibit 
Schedule C-2 
Page 1 
Witness: Bourassa 

Adiustments to Revenues and Expenses 
1 2 3 4 - 5 6 Subtotal - 

Depreciation Propetty RateCase Rev. Annual. Purchased Annual. Purchased 
Expense Taxes Expense 8 Bill Correct. Power 

41.519 41,519 

308,176 (38,857) 50,000 29,923 (937) 348.305 

(308,176) 30.857 (50,000) 41,519 (29.923) 937 (306,786) 

(308.176) 38,857 (50.000) 41,519 (29,923) 937 (306.7861 

Adiustments to Revenues and Expenses 
8 9 - 10 - 11 - 12 Subtotal - - 

Effluent Deferred Op lnterest Income 
Credits - costs Svnch. Taxes 

(36,000) 5.51 9 

62,925 85,405 496,635 

(36,000) (62,925) (85.405) (491,116) 

266,956 266,956 

~~ ~ ~~ 

(36,000) (62,925) 266,956 (85,405) (224,161) 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 
51 
52 
53 
54 

a 

28 

38 

48 

Acct. 
No. 
351 
352 
353 
354 
355 
360 

361.1 
361.2 
362 
363 
364 
365 
366 
367 
370 

371.1 
371.2 
371.3 
374 
375 

381 

- 

380 

382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31,2010 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Depreciation Expense 

Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Manholes & Cleanouts 
Special Collecting Structures 
Servcies to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment - Lifl Stations 
Other Pumping Equipment 
Pumping Equipment - Recharge Wells 
Reuse Distribution Reserviors 
Reuse Transmission and Distribution 
Treatment & Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
Office Furniture 8 Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Post-in-service AFUDC 

TOTALS 

Less: Amortization of Contributions 
Total Depreciation Expense 

Adjusted Test Year Depreciation Expense 

Increase (decrease) in Depreciation Expense 

Adjustment to Revenues and/or Expenses 

SUPPORTING SCHEDULE 
8-2. page 3 

Adjusted 
Original  

cost  - 

91,528 
250,433 

97,523 
3,854,512 
1,791,722 

632,249 

226,251 
1,544,146 

103,441 
1,436,200 

137,444 
9,884,071 

972,509 
6,529 

21,830 

156,200 
1,993 

0 
1 1  8,828 

10,884 

716,722 

Proposed 
Rates 

0.00% 
0.00% 
0.00% 
3.33% 
5.00% 
2.00% 
2.00% 
2.00% 
2.00% 
2.00% 

10.00% 
10.00% 
2.00% 
8.33% 
3.57% 

10.00% 
10.00% 
10.00% 
2.50% 
2.00% 
5.00% 
5.00% 
3.33% 
6.67% 
6.67% 

20.00% 
20.00% 
4.00% 

10.00% 
10.00% 
5.00% 

10.00% 
10.00% 
10.00% 
4.52% 

Exhibit 
Schedule C-2 
Page 2 
Witness: Bourassa 

Depreciation 
Expense 

8,339 

77,090 
35.834 

12,645 

154,415 

143,620 

494,204 

64,866 

4,366 

15,620 
199 

11,883 

32,396 

Gross ClAC Amort. Rate ______ 
$ 937,694 4.7753% $ (44,777) 

$ 1,010,700 

702,524 

308.1 76 

$ 308,176 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 2 

Exhibit 
Schedule C-2 
Page 3 
Witness: Bourassa 

Property Taxes 

Line Test Year Company 
- No. DESCRIPTION as adiusted Recommended 

1 Company Adjusted Test Year Revenues - 2007 $ 3,096,775 $ 3,096,775 

3 Subtotal (Line 1 * Line 2) 6,193,550 6,193,550 
4 Company Recommended Revenue 3,096,775 3,787.985 
5 Subtotal (Line 4 + Line 5) 9,290,325 9,981,535 
6 Number of Years 3 3 
7 Three Year Average (Line 5 I Line 6) 3,096,775 3,327.178 
8 Department of Revenue Mutilplier 2 2 
9 Revenue Base Value (Line 7 Line 8) 6,193,550 6,654,357 
10 Plus: 10% of CWlP - 2010 20,190 20,190 
11 Less: Net Book Value of Licensed Vehicles 21,830 21,830 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 6,191,909 6,652,716 
13 Assessment Ratio 20.0% 20.0% 
14 Assessment Value (Line 12 Line 13) 1,238,382 1,330,543 
15 Composite Property Tax Rate - Obtained from ADOR 10.0552% 10.0552% 
16 Test Year Adjusted Property Tax Expense (Line 14 Line 15) $ 124,522 $ 133,789 
17 Tax on Parcels 1,393 1,393 
18 Total Property Taxes (Line 16 + Line 17) $ 125.916 
19 Test Year Property Taxes $ 164,773 
20 Adjustment to Test Year Property Taxes (Line 18 - Line 19) $ (38,857) 
21 
22 Property Tax on Company Recornmended Revenue (Line 16 + Line 17) $ 135,183 
23 Company Test Year Adjusted Property Tax Expense (Line 18) $ 125,916 
24 Increase in Property Tax Due to Increase in Revenue Requirement $ 9,267 
25 
26 Increase in Property Tax Due to Increase in Revenue Requirement (Line 24) $ 9,267 
27 Increase in Revenue Requirement $ 691.210 
28 1.34070% 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

2 Weight Factor 2 2 

Increase in Properly Tax Per Dollar Increase in Revenue (Line 26 I Line 27) 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 3 

Rate Case Expense 

Line 
No. 

1 
2 
3 Estimated Rate Case Expense 
4 
5 
6 
7 Annual Rate Case Expense 
8 
9 
10 
11 Increase(decrease) Rate Case Expense 
12 
13 Adjustment to Revenue andlor Expense 
14 
15 
16 
17 
18 
19 
20 

Estimated Amortization Period in Years 

Test Year Rate Case Expense 

Exhibit 
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$ 200,000 

4 

$ 50,000 

$ 

$ 50,000 

$ 50,000 



Pima UtililyCompany -Wastewater Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 4 

Revenue Annualization and Billinq Correction 

Line 
- No. 

1 
2 
3 
4 Revenue Annualization 
5 Effluent Billing Correction 
6 
7 
8 Total Revenue from Annualization 
9 
10 
11 
12 
13 SUPPORTING SCHEDULES 
14 
15 H-1,pagel 
16 
17 
i a  
19 
20 

Adjustment to Revenue and/or Expense 

C-2 pages 5.1 to 5.8 

Exhibit 
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$ 13,363 
28,156 

$ 41,519 

$ 41.51 9 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company - Wastewater Division 

Test Year Ended December 31,2010 

Exhibit 
Schedule C-2 
Page 5.1 
Witness: Bourassa 

Revenue Annualization to Year End Customers: Residential 5/8x3/4 Inch Meter 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue / Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue /Proposed Rales 
Revenue Annualization I Proposed Rales 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
of Of of of of Of of 

Jun - Jul - Jan - Feb - Mar w - 
9,743 9.743 9,743 9.743 9.743 9.743 9.743 

(5) (2) (19) (22) (9) 1 7 

f (114) $ (45) $ (432) $ (500) $ (205) f 23 f 159 

9.748 9,745 9.762 9.765 9,752 9.742 9,736 

f 22.73 $ 22.73 $ 22.73 f 22.73 $ 22.73 $ 22.73 $ 22.73 

(5) (2) (1 9) 122) (9) 1 7 
f 27.79 f 27.79 f 27.79 $ 27.79 f 27.79 f 27.79 $ 27.79 

28 $ 195 $ (139) f (56) f (528) $ (611) $ (250) f 

Year End Number of Customers 
Actual Customers 
Increase in Number of Customers/Bills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue / Proposed Rales 
Revenue Annualization / Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month 
of Of Of Of of 

w - Oct - Nov - Dec 
9,743 9.743 9.743 9.743 9.743 

Total 
Year - 

9,745 9.747 9,744 9,733 9,743 
(2) (4) (1) 10 (46) 

f 22.73 f 22.73 f 22.73 f 22.73 $ 22.73 
f (45) f (91) $ (23) $ 227 $ $ (1,046) 

(2) (4) (1) 10 
$ 27.79 f 27.79 f 27.79 $ 27.79 f 27.79 
$ (45) $ (91) f (23) $ 227 $ $ (1.278) 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
16 
19 
20 
21 
22 
23 
24 

Pima Utility Company - Wastewater Division 

Test Year Ended December 31.2010 
Revenue Annualization to Year End Customers: Residential 1 Inch Meter 

Exhibit 
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Wtness: Eourassa 

Year End Number of Cuslomers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rales 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization / Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Actual Customers 
Increase in Number of CuslomerdBills 
Average Revenue I Present Rates 
Revenue Annualizalion I Present Rates 

Increase in Number of Cuslomers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
of of of of of of of 

- Jun Jul Jan - Feb - Mar AI?! 
207 207 207 207 207 207 207 

204 202 204 203 205 205 206 

- 

3 5 3 4 2 2 1 
$ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 

3 5 3 4 2 2 1 

$ 218 $ 363 $ 218 $ 290 $ 145 $ 145 $ 73 
$ 72.53 $ 72.53 $ 72.53 $ 72.53 $ 72.53 $ 72.53 $ 72.53 

Monlh Monlh Month Month Month Total 
Year of of Of of of - 

Nov - Dec M I  %e - 0 ct - 
207 207 207 207 207 
202 206 207 203 205 .... ~ 4 2 JL 5 1 

$ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 
59 $ - $ 237 $ 119 $ 1.899 $ 

5 1 4 2 
$ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 

- $ 237 $ 119 $ 59 $ 

JL 

$ 1.899 

5 1 4 2 
$ 72.53 $ 72.53 $ 72.53 $ 72.53 $ 72.53 
$ 297 $ 59 $ - $ 237 $ 119 $ 2.321 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utilily Company - Wastewater Division 

Test Year Ended December 31.2010 

Exhibit 
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Revenue Annualization to Year End Customers: Residential 5/8x3/4 Inch Meter 

Year End Number of Customers 
Actual Customers 
Increase in Number of CuslomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualiation I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
of of of of of Of of 

- Feb - Mar be! !A3 - $!a Juri - Jul 
24 24 24 24 24 24 24 
23 23 23 23 23 23 24 

f 22.73 f 22.73 f 22.73 f 22.73 5 22.73 f 22.73 f 22.73 
s 23 f 23 S 23 f 23 f 23 S 23 f 

1 1 1 1 1 1 

1 1 1 1 1 1 
f 27.79 f 27.79 f 27.79 f 27.79 f 27.79 f 27.79 f 27.79 
S 28 5 20 f 28 f 28 f 28 a 28 d 

Year End Number of Cuslomers 
Actual Customers 
Increase in Number of Customers/Bills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month 
of of of of of 

NOV - Dec AN sse - act - 
24 24 24 24 24 
24 24 24 24 24 

f 22.73 f 22.73 f 22.73 f 22.73 f 22.73 
f - f  - f  - $  - $  

Total 
- Year 

fi 

d 136 

$ 27.79 $ 27.79 $ 27.79 f 27.79 f 27.79 
f 167 f - f  - 5  - f  - 5  



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company - Wastewater Division 

Test Year Ended December 31.2010 
Revenue Annualization to Year End Customers: Commercial 314 Inch Meter 
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Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Monlh Month Month Month Month Month Month 
of of of Of of of of 

Jun - Jul - Jan - Feb - Mar m !&Y - 
3 3 3 3 3 3 3 

3 3 3 3 3 3 3 

$ 35.33 $ 35.33 $ 35.33 $ 35.33 f 35.33 $ 35.33 $ 35.33 
$ - $  - $  - $  - $  - 5  - $  

$ 43.19 0 43.19 $ 43.19 $ 43.19 $ 43.19 $ 43.19 $ 43.19 
$ - a  - $  - $  - 5  - $  - f  

Year End Number of Cuslomers 
Actual Customers 
Increase in Number of Customerslt3ills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Total 
Year of of of of Of - 

Nov - Dec &Q 2.e - 0 ct - 
3 3 3 3 3 
3 3 3 3 3 

$ 35.33 $ 35.33 f 35.33 $ 35.33 f 35.33 
f - $  - $  - $  - $  $ 

$ 43.19 $ 43.19 $ 43 19 $ 43.19 E 43.19 
$ - s  - $  - f  - f  a 



! 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company - Wastewater Division 

Test Year Ended December 31.2010 
Revenue Annualization to Year End Customers: Commercial 1 Inch Meter 
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Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualizalon I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualiuation I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
of Of of of Of Of of 

Mar & &!Y - Jun - Jan - Feb - 
22 22 22 22 22 22 22 

(3) (3) (3) (3) (3) (3) (3) 
$ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 $ 59.33 

25 25 25 25 25 25 25 

(178) 5 (178) $ (178) $ (178) $ (178) $ (178) $ (178) $ 

(3) (3) (3) (3) (3) (3) (3) 

3 (218) $ (218) $ (218) $ (218) $ (218) 0 (218) $ (218) 
5 72.53 $ 72.53 $ 72.53 $ 72.53 $ 72.53 $ 72.53 $ 72.53 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Pnnualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualuation I Proposed Rates 
Additional Gallons lo be Prcduced 

Month Month Month Month Month Total 
of of of Of of Year 

Nov - Dec &!SI - act - 
22 22 22 22 22 
22 22 22 22 22 

$ 5933 $ 5933 $ 5933 5 5933 $ 5933 
(21) 

a - $  - 8  - $  - $  - $ (1,246) 

$ 7253 5 7253 $ 7253 $ 7253 f 7253 
0 - $  - $  - $  - $  - 5 (1,5231 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima Utility Company ~ Wastewater Division 

Test Year Ended December 31.2010 
Revenue Annualization lo Year End Customers: Commercial 1.5 Inch Meter 
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Year End Number of Customers 
Actual Customers 
lnaease in Number of CustomersIBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rales 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualbation I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualizalion 1 Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
of Of of of Of of Of 

Jun - Jul - Jan - Feb - Mar 4 r  &a! - 
9 9 9 9 9 9 9 
9 9 9 9 9 9 9 

$ 117.33 $ 117.33 $ 117.33 $ 117.33 $ 117.33 5 117.33 $ 117.33 
5 - f  - 5  - 5  - a  - 5  - $  

$ 143.44 $ 143.44 $ 143.44 $ 143.44 $ 143.44 $ 143.44 $ 143.44 
$ - 5  - 5  - 5  - 5  - $  - $  

Month Monlh Month Month Month Total 
Year of of Of Of of - 

&!a &e - act - Nov - Dec 
9 9 9 9 9 
9 9 9 9 9 

$ 117.33 $ 117.33 $ 117.33 $ 117.33 5 117.33 
$ - a  - a  - $  - 5  - 

143.44 $ 143.44 5 143.44 $ 143.44 5 143.44 
s - $  - $  - $  - 5  - 

5 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
0 
9 
10 
11 
12 
13 
14 
15 
16 
17 
10 
19 
20 
21 
22 
23 
24 

Pima Utility Company - Wastewater Division 

Test Year Ended December 31,2010 
Revenue Annualization to Year End Customers: Commerical 2 Inch Meter 
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Year End Number of Customers 
Actual Customers 
lnuease in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

lnuease in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Year End Number of Customers 
Actual Customers 
lnuease in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Presenl Rates 

lnuease in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
Of Of of of of of or 
- Jan - Feb - Mar m MY - Jun - Jul 

52 52 52 52 52 52 52 
51 51 51 51 51 51 52 

f 107.33 S 107.33 $ 107.33 $ 107.33 $ 107.33 f 107.33 $ 107.33 
$ 107 $ 107 $ 107 $ 107 $ 107 $ 107 $ 

1 1 1 1 1 1 

1 1 1 1 1 1 
$ 229.01 $ 229.01 $ 229.01 $ 229.01 $ 229.01 $ 229.01 $ 229.01 
$ 229 $ 229 $ 229 $ 229 a 229 $ 229 $ 

Month Month Month Month Month 
of of of of Of 

Nov - Dec m a - Oct - 
52 52 52 52 52 
52 52 52 52 52 

$ 107.33 $ 107.33 $ 107.33 $ 107.33 $ 107.33 
$ - f  - a  - a  - a  - 

Total 
- Year 

6 

$ 1,124 

$ 229.01 $ 229.01 $ 229.01 $ 229.01 $ 229.01 
$ - $  - $  - $  - 5  - $ 1.374 



Line 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

- NO. 

Pima Utility Company - Wastewater Division 

Test Year Ended December 31.2010 

Exhibit 
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Revenue Annualization to Year End Customers: Irrigation - Recovered Effluent 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualizalion I Present Rales 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons lo  be Produced 

Year End Number of Customers 
Actual Customers 
Increase in Number of CustomerslBills 
Average Revenue I Present Rates 
Revenue Annualization I Present Rates 

Increase in Number of Customers 
Average Revenue I Proposed Rates 
Revenue Annualization I Proposed Rates 
Additional Gallons to be Produced 

Month Month Month Month Month Month Month 
Of of of Of of of Of 

- Jan - Feb - Mar m !!w - Jun - Jul 
1 1 1 1 1 1 1 

i 1 1 1 1 1 1 
$ 804.00 $ 680.46 $ 575.42 $ 631.21 $ 960.02 $ 1.814.30 $ 2.449.98 
$ 804 $ 680 $ 575 $ 631 $ 960 $ 1,814 $ 2,450 

1 1 1 1 1 1 1 
$ 970.34 $ 821.24 $ 694.47 $ 761.81 $ 1.158.64 $ 2.189.67 $ 2.956.87 
$ 970 $ 821 $ 694 $ 762 $ 1,159 $ 2,190 $ 2.957 

1.386.200 1.173.200 992,100 1.088.300 1,655.200 3.128.100 4.224.100 

Month Monlh Month Month Month Total 
of Of of of - Year Of 

Dec %.e - act - Nov - 
1 1 1 1 1 

1 1 1 1 1 12 

$ 849.93 $ 1540.48 $ 711.37 $ 746.40 $ 732.08 
$ 850 $ 1,540 $ 711 $ 746 S 732 $ 12.496 

1 1 1 1 1 
$ 1,025.78 $ 1,859.20 $ 858.55 $ 900.83 $ 883.54 
$ 850 $ 1,540 $ 711 $ 746 $ 732 

1,465,400 2.656.000 1,226,500 1.286.900 1,262,200 
$ 15,081 

21,544,200 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 5 

Purchased Power Adiustments 

Line 
- No. 

1 
2 
3 
4 
5 
6 Total 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 REFERENCE 
17 Testimony 
18 
19 
20 

Rebate from Ocotillo Water Conservation District 
Add power costs for recharge wells 

Adjustment to purchased power expense 

Adjustment to Revenue andlor Expense 

Exhibit 
Schedule C-2 
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$ 26,712 
3,211 

$ 29,923 

$ 29,923 

$ 29,923 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 6 

Annualize Purchased Power 

Line 
No. 

1 
2 Test Year purchased power expense 
3 Purchased Power Adjustments (Adjustment 5) 
4 
5 Test Year purchased power expense 
6 
7 Gallons treated during test year (in ,1000s) 

9 Cost per 1,000 gallons = line3 I line 5 
10 
11 Additional billings from annualization 
12 
13 
14 
15 
16 
17 
18 Additional purchased power expense 
19 
20 
21 
22 
23 REFERENCE 
24 Line 3: C-1 line 11 
25 
26 
27 Line 14: Line 9 times Line 11 
28 Line 16: Line 7 times Line 14 

a 

Annual waste water flow per additional connection (in 1,000's) 

Additional gallons treated from annualization (in 1,000s) 

Adjustment to Revenue andlor Expense 

Line 5: from 2010 annual report 
Line 11: Annual gallons treated per customer. See Scehdule E-7 

Exhibit 
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$ 105,351 
29,923 

$ 135,273 

390,ioa 

$ 0.35 

$ (937) 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31.2010 

Adjustment to Revenues and Expenses 
Adjustment Number 7 

Amorization of deferred operating costs 

Deferred operating costs at end of test year 

Proposed percentage of costs to be recovered 

Proposed amount to be recovered 

Amortization period (years) 

Annual amortization 

Adjustment to Amortization Expense 

Adjustment to Revenue and/or Expense 

Exhibit 
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$ 1,048,756 

30% 

$ 314,627 

5 

$ 62,925 

$ 62,925 

$ 62,925 



Pima UtilityCornpany -Wastewater Division 
Test Year Ended December 31.2010 

Adjustment to Revenues and Expenses 
Adjustment Number 8 

Line 
- No. 

1 Annualize effluent credit sales 
2 
3 Test year effluent credit sales 
4 
5 Normalization period (years) 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Normalized annual effluent credit sales 

Test year effluent credit sales 

Adjustment to Revenue andlor Expense 

Exhibit 
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$ 40,000 

$ 10 

$ 4,000 

$ 40,000 

$ 36,000) 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

- 

Pima UtiiityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Adjustment to Revenues and Expenses 
Adjustment Number 9 

interest Svnchronization 

Fair Value Rate Base 
Weighted Cost of Debt 
Interest Expense 

Test Year Interest Expense 

increase (decrease) in Interest Expense 

Adjustment to Revenue andlor Expense 

Exhibit 
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$ 9,863,271 
2.23% 

$ 220,131 

$ 487.087 

(266,956) 

$ 266.956 

Weiqhted Cost of Debt Comwtation 
Weighted 

Amount Percent - cost - cost 
Debt $ a.37o.000 31 .08% 7.18% 2.23% 

7.24% 10.50% Equity $ ias63.072 68.92% 
Total $ 26,933,072 100.00% 9.47% 



Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31,201 0 

Adjustment to Revenues andor Expenses 
Adjustment Number 10 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Income Tax Computation 

Revenue 
Operating Expenses Excludng Income Taxes 
Synchronized Interest 

Income Before Taxes 

Arizona Income Before Taxes 

Less: Effective Arizona Income Tax 
Rate = 4.45% 
Arizona Taxable Income 

Arizona Income Taxes 

Federal Income Before Taxes 

Less Arizona Income Taxes 

Federal Taxable Income 

FEDERAL INCOME TAXES: 
Effective Federal Tax Rate 24.45% ’ 

Federal Income Taxes 

Total Income Tax 

Overall Tax Rate 

Income Tax 
Test Year Income tax Evense 
Adjustment to Income Tax Expense 

See work papersttestimony 

Test Year 
Adjusted 
Results 

$ 3,096,775 
2,569,586 

220,131 

$ 307,058 

$ 307,058 

$ 13,654 

$ 293.404 

$ 13,654 

$ 307,058 

$ 13,654 

$ 293,404 

$ 71,751 

Exhibit 
Schedule C-2 
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Adjusted 
with Rate 
Increase 

$ 3,787,985 
2,578,853 

220,131 

$ 989,001 

$ 989,001 

$ 43,979 

$ 945,022 

$ 43,979 

$ 989,001 

$ 43,979 

$ 945,022 

$ 231.101 

$ 71,751 $ 231,101 

$ 275,080 $ 85,405 

27.81 % 27.81 % 

$ 275,080 $ 85,405 
85.405 

$ 85,405 $ 189,675 



Pima UtilityCompany -Wastewater Division Exhibit 
Schedule C-3 
Page 1 
Witness: Bourassa 

Test Year Ended December 31,2010 
Computation of Gross Revenue Conversion Factor 

Line 
- No. Description 

1 Combined Federal and State Effective Income Tax Rate 

Percentage 
of 

Incremental 
Gross 

Revenues 
27.8140% 

2 
3 Property Taxes 
4 
5 
6 Total Tax Percentage 
7 
8 
9 
10 
11 
12 
13 1 = Gross Revenue Conversion Factor 
14 Operating Income % 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 SUPPORTING SCHEDULES: 
26 C-3, page2 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Operating Income % = 100% - Tax Percentage 

0.9678% 

28.781 8% 

71.21 82% 

1.4041 

RECAP SCHEDULES: 
A-1 



pima UlilityCompany -Wastewater Division 
Tesl Year Ended December 31,2010 

GROSS REVENUE CONVERSION FACTOR 

Test Year 
Total 

P~ma Ub6tyCompany - Waslewaler Dinsfon 
I 3.096.775 f 3.096.775 

2.569.586 f 2.569.586 f 
-f 220.131 f 220,131 f 

307.058 f M7.058 f f 
4 4468% 

I 13,654 f 13.654 f 
f 293.404 f 293.404 f 

I 71,751 I 71.751 f 

. 

4 4468% 4 4468% 

24 4546% 24 4546% 

Line 
- No. Desuidun 

Cab!atioon of Gross Revenue Conversion Fador: 
1 Revenue 
2 Uncollede Fador (Line 11) 
3 Revenues (L1 - U )  
4 

6 

Combined Federal and Slate Income Tax and Property Tax Rale (Line 23) 

Revenue Conversion Factor ( L l  I LS) 

CalN!alion of Unmlledible Fador 

Combined Federal and Slate Tax Rale (Line 17) 
One Minus Combined Income Tax Rale (L7 - L8 ) 

5 SuMolal (L3 - L4) 

7 Unity 
8 
9 
10 UncalkcliMe Rate 
11 Uncolkdble Faclor (L9 'LIO) 

CalNhfion of Effedwe Tax Rate: 
Operating l n m e  Before Taxes (Arizona Taxable Income) 
Arizona Stale lnwme Tax Rale 
Federal Taxable lnwme (LIZ - L13) 
Applicable Federal lnwme Tax Rate (Line 44) 
Effective Federal lnwme Tax Rale (L14 x L15) 
Combined Federal and Sale Income Tax Rale (L13 +L16) 

12 
13 
14 
15 
16 
17 

18 Unity 
19 
20 
21 Property Tax Factor 
22 Effecfive Property Tax Faclor(UO'U1) 
23 

Combined Federal and Stale Income Tax Rate (L17) 
One Minus Combined lnwme Tax Rate &18-L19) 

Combined Federal and Slate Income Tax and Property Tax Rate (L17+U2) 

24 Required Operating Income 
25 Adjusleflert Year Operating Income (Loss) 
26 Required Increase in Operating Income (L24 - US) 

27 Income Taxes on Rewmmended Revenue (-1. (E), L52) 
28 lnwme Taxes on Tesl Year Revenue (Col. (8). L52) 
29 Required lnaease in Revenue lo Provide for Income Taxes ( U 7  - U 8 )  

30 Recommended Revenue Requiremall 
31 UncolkcliMe Rale (Line IO)  
32 UncalkctiMe Expense on Recommended Revenue (L30 * L31) 
33 Adjusted Teal Year UncallediMe Expense 
34 Required lnaease in Revenue lo Provide for Unmlledible Exp 

35 Property TaxniUl Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 inuease in Property Tax Due lo Increase in Revenue (L35L36) 

38 Total Required Increase m Revenue (U6 + U 9  + L37) 

Calcvhtion of Income Tax: 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized lnleresl (L47) 
42 Arizona Taxable Income (L30 - L31 - L32) 
43 Arkona Slate Effedive Income Tax Rale (see work papen) 
44 Arirona Income Tax (L33 I L34) 
45 Federal Taxable Income (L33 - L35) 
46 Effedive Tax Rate (see work papers) 
47 Federal Income Tax 
48 
49 
50 
51 Total Federal Income Tax 
52 Combined Federal and Slate Imme Tax (L35 + L42) 

100.WoO% 
0 o w O %  

100.0000% 
28.7818% 
71.2182% 
1.404134 

100 0000% 
27 8140% 
72 1860% 
0 0000% 

0 0000% 

I00 o m %  
4 4468% 

95 5532% 
24 4546% 
23.3672% 

27.8140% 

100.0000% 
27.8140% 
72.1860% 

1.3407% 
0 9678% 

28.7818% 

f 934,052 
f 441.784 

I 492.268 

f 275.081 
t 85,405 

f 189.676 

f 3.787.985 
0.0000% 

5 

I 71,751 f 71,751 f 
I 85.405 I f 85,405 I f 

53 
5 4 W D  Applcable Federal lnmme Tax Rale [&I. 14. L51 - C d  [E], L511 I [Col [a, L45 - CoI [E]. L451 
55 

Exhibil 
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Wlness: Bourassa 

[El 19 

(0) 14 [!I 
Company Recommended 

Total 1 I 

2.578.853 

4.4468% 4.44689 

24.4546% 24.4546% 

24.4546% 

calm1 alion of hteresi Smchmiration. 
56 RaleEase 
57 
58 

Weighted Average COS1 Of OeM 
Synchronized Interest (L56 X L57) 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31.2010 

Comparative Balance Sheets 

Exhibit 
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Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 

ASSETS 
Plant In Service 
Non-Utility Plant 
Construction Work in Progress 
Less: Accumulated Depreciation 
Net Plant 

Debt Reserve Fund 

CURRENT ASSETS 
Cash and Equivalents 
Restricted Cash 
Accounts Receivable, Net 
Other Receivables 
Notes Receivable 
Materials and Supplies 
Prepayments 
Other Current Assets 
Total Current Assets 

Unamortized Debt Discount 
Other Deferred Debits 
Total Deferred Debtis 

Other Investments & Special Funds 

TOTAL ASSETS 

Test 
Year Year Year 

Ended Ended Ended 
12/31/2010 12/31/2009 12/31/2008 

$ 20,563,838 $ 20,335,953 $ 20,012.385 

20,190 97,018 
(10,641,699) (9,896,791) (9,096,854) 

$ 9,942,329 $ 10,439,163 $ 11,012,548 

$ 952,499 $ 952,499 $ 957,137 

$ 952,499 $ 952,499 $ 957,137 

1,472,031 4,795 255,019 
278,895 269,654 268,127 

153,361 1,269,002 507,059 
40,000 

$ 1,944,287 $ 1,543,452 $ 1.030.205 

$ 220,893 $ 246,881 $ 272,868 
1,213,851 1,213,851 1,213,851 

$ 1,434,744 $ 1,460,732 $ 1,486,719 

$ - $  - $  

$ 14,273,859 $ 14,395,845 $ 14,486,609 

LIABILITIES AND STOCKHOLDERS' EQUITY 

Common Equity $ 7,272,375 $ 6,828,052 $ 6.429-704 

Long-Term Debt $ 6,125,000 $ 6,595,000 $ 7,035,000 

CURRENT LIABILITIES 
Accounts Payable 
Current Portion of Long-Term Debt 
Payables to Associated Companies 
Security Deposits 
Customer Meter Deposits, Current 
Accrued Taxes 
Accrued Interest 
Other Currerd Liabilities 
Total Current Liabilities 

DEFERRED CREDITS 
Customer Meter Deposits, less curent 
Advances in Aid of Construction 
Accumulated Deferred Income Taxes 
Contributions In Aid of Construction 
Accumulated Amortization 
Total Deferred Credits 

$ 96,544 $ 124,110 $ 74,211 

82,386 79,230 76,205 
222,030 239,068 255,019 

9,148 8,522 7,229 
$ 410,108 $ 450,930 $ 412,662 

$ - $  - $  
285,313 298,417 343,412 

937,694 937,694 937,694 
(756,631) (71 4,247) (671,863) 

$ 466,375 $ 521,864 $ 609,243 

Total Liabilities 8 Common Equity $ 14,273.859 $ 14,395,845 $ 14,486,609 

SUPPORTING SCHEDULES: RECAP SCHEDULES: 
Workpapers/Trial Balance Mapping Water and Sewer tjb.xls A-3 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Comparative income Statements 

Revenues 
Flat Rate Revenues 
Metered Revenues 
Other Wastewater Revenues 

Total Revenues 
Operating Expenses 

Salaries and Wages 
Salaries and Wages - Officers and Directors 
Employee Pensions and Benefits 
Purchased Power 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Contractual Services - Engineering 
Contractual Services - Accounting 
Contractual Services - Legal 
Contractual Services - Other 
Contractual Services -Testing 
Rents - Equipment 
Transportation Expenses 
Insurance -Vehicle 
Insurance - General Liability 
Insurance -Worker's Comp 
Regulatory Commission Expense 
Regulatory Commission Expense - Rate Case 
Bad Debt Expense 
Miscellaneous Expense 
Depreciation 8 Amortization Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other Income 
Interest Expense 
Other Expense 
GainlLoss Sale of Fixed Assets 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 

Exhibit 
Schedule E-2 
Page 1 
Witness: Bourassa 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2010 12/31/2009 12/31/2008 

$ 2,955,870 $ 2,958,971 $ 2,948,589 
93.356 150.408 159.533 
42,030 4,330 12,670 

$ 3,091,256 $ 3,113,709 $ 3,120,792 

$ 345.644 $ 
90,294 

115,720 
105,351 
84,059 

184,532 
188.906 
20,305 
3.067 

108 
61,500 
15,729 

698 
28.808 

3,067 
20,916 

222 

299,910 $ 
90,294 

107,405 
136.258 
103,489 
130,158 
238,700 

3,709 
3,879 

63.900 
13,614 

450 
21,777 

2,905 
38,057 

264 

291,830 
90.571 
99,843 

147.637 
85.909 

129.343 
231,214 

2,940 

58,800 
12,567 

450 
29,472 

1,268 

240 
28.061 

9,509 10,260 6.898 
2.174 2,541 1,700 

702,524 757,553 770,492 
10,449 10,794 10,436 

164,773 158.553 152,435 

$ 2,158,356 $ 2,194,470 $ 2,152.104 
$ 932,900 $ 919,239 $ 968,688 

97 158 12,618 
52 37 26 

(487,087) (520,074) (550,887) 
(1,639) (1 -01 3) (60) 

1,400 
$ (488.577) $ (520,892) $ (536,903) 
$ 444,324 $ 398.348 $ 431,785 

RECAP SCHEDULES: 
Workpapersmrial Balance Mapping Water and Sewer tjb.xls A-2 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 

a 

18 

38 

Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31.2010 

Comparative Statements of Cash Flows 

Exhibit 
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Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Depreciation Adjustments 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Restricted Cash 
Notes Receivable 
Accounts Payable 
Intercompany payable 
Interest Payable 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Plant Held for Future Use 
Changes in debt reserve fund 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Change in Restricted Cash 
Proceeds from Long-Term Debt 
Net receipt of contributions in aid of construction 
Net receipts of advances in aid of construction 
Repayments of Long-Term Debt 
DistributionslDividends Paid 
Deferred Financing Costs 
Paid in Capital 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

SUPPORTING SCHEDULES: 
Workpapers/cashflow sewer.xls 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
12/31/2010 1 213i12009 1 2131120oa 

$ 444,324 $ 398.348 $ 431,785 

702,524 757,553 770,492 
(22,963) 

(1,467,236) 250,224 14,994 
1,115,641 (76 1,943) (705,592) 

(27,566) 49,899 (4,610) 

(17,038) (15,951) (14,862) 
3.156 3,025 (6.940) 

(39,374) 1,293 (407) 

$ 705,191 $ 680,920 $ 466,731 

(248,075) (226,550) (234,673) 

$ (248,075) $ (221,912) $ (82,718) 
4,638 151,955 

(13,104) (44,995) 
(470,000) (440,000) (410,000) 

25.988 25.987 25,987 

0 0 
0 0 0 

RECAP SCHEDULES: 
A-5 



Line 
- No. 
1 
2 

4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Statement of Changes in Stockholder's Equity 

Exhibit 
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Balance, December 31,2007 
Addnl Paid In Capital Adjustment 
Distributions/Dividends 
Rounding 
Net Income 

Balance, December 31 I 2008 
Addnl Paid In Capital 
Distributions/Dividends 
Rounding 
Net Income 

Balance, December 31,2009 
Addnl Paid In Capital 
DistributionslDividends 
Rounding 
Net Income 

Balance. December 31,2010 

SUPPORTING SCHEDULES: 

Retained Common Additional 
Stock Paid-In-Capital Earninas Total 

$ 72,624 $ 4,037,614 $ 1,887,682 $ 5,997,920 

431,785 431,785 

$ 72,624 $ 4,037.614 $ 2,319,466 $ 6,429,704 

398,348 398,348 

$ 72.624 $ 4,037,614 $ 2,717,814 $ 6,828,052 

444,324 444,324 

$ 72,624 $ 4,037,614 $ 3,162,137 $ 7,272,375 

RECAP SCHEDULES: 
E-1 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 

38 

Acct. 
No. 

35 1 
352 
353 
354 
355 
360 

361.1 
361.2 
362 
363 
364 
365 
366 
367 
370 

371.1 
371.2 
371.3 
374 
375 
380 
381 
382 
389 
390 

390.1 
39 1 
392 
393 
394 
395 
396 
397 
398 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Detail of Plant in Service 

Plant DescriDtion 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Manholes & Cleanouts 
Special Collecting Structures 
Servcies to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment - Lift Stations 
Other Pumping Equipment 
Pumping Equipment - Recharge Wells 
Reuse Distribution Reserviors 
Reuse Transmission and Distribution 
Treatment & Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
Office Furniture & Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Post-in-service AFUDC 

Rounding 
TOTAL WATER PLANT 

SUPPORTING SCHEDULES 
Workpapersfirial Balance Mapping Water and Sewer tjb.xls 

Exhibit 
Schedule E-5 
Page 1 
Witness: Bourassa 

Plant 
Additions, 

Plant Reclass- 
ications or 

at or 
12/31/2009 Retirements 

Balance 

$ - $  

92,008 
5,421 3,479 

1,526,701 62,307 
5,919,663 73,351 

10,583,267 

536,196 
327,190 

716,722 

72,476 

2,243 
14,028 

Plant 
Balance 

at 
12/31 1201 0 

$ 

92,008 
8,901 

1,589,008 
5,993,014 

628,785 

10,655,743 

538,439 
341,218 

716,722 

RECAP SCHEDULES: 
A 4  
E-I  



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31,2010 

Operating Statistics 

Exhibit 
Schedule E-7 
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Test Prior Prior 
Year Year Year 

Ended Ended Ended 
1 213 1 120 1 0 1 213 1 12 009 1 213 1 I2008 

WATER STAT1 ST IC S : 

Gallons Treated (in Thousands) 

Sewer Revenues from Customers: 

Year End Number of Customers 

Annual Gallons Treated (in Thousands) 
Per Year End Customer 

Annual Revenue per Year End Customer 

Pumping Cost Per 1,000 Gallons 

390,108 387,475 392.907 

$ 2,955,870 $ 2,958,971 $ 2,948,589 

10,058 10.049 10.1 87 

38.8 38.6 38.6 

$ 293.88 $ 294.45 $ 289.45 

$ 0.2701 $ 0.3517 $ 0.3758 



Pima UtiliiyCompany -Wastewater Division 
Test Year Ended December 31,2010 

Taxes Charged to Operations 

Exhibit 
Schedule E-8 
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Line 
- No. 

7 DescriDtion 
2 
3 State Income Taxes 
4 Federal Income Taxes 
5 Payroll Taxes 
6 Property Taxes 
7 
8 Totals 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Test Prior Prior 
Year Year Year 

Ended Ended Ended 
1 213 1 I2009 1 213 1 I20 1 0 1213 1 I2008 

$ - $  - $  

61 9 578 616 
164,773 158,553 152,435 

$ 165,392 $ 159,131 $ 153,051 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCornpany - Wastewater Division 
Test Year Ended December 31,2010 

Notes To Financial Statements 

See attached audited financial statements. 
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PIMA UTILITY COMPANY 

FINANCIAL STATEMENTS 
DECEMBER 3 1,20 10 AND 2009 

TOGETHER WITH NIEPENDENT AUDITORS’ REPORT 



April 22,20 1 1 

B A . R R Y  e M  O O R E ,  P . C .  

C E R T I F I E D  P U B L I C  A C C O U N T A N T S  

INDEPENDENT AUDITORS’ REPORT 

To the Board of Directors of 
Pima Utility Company 

We have audited the accompanying balance sheets of Pima UtiUty Company as of December 3 1, 2010 
and 2009, and the related statements of income, capitalization and cash flows for the years then ended. These 
financial statements are the responsibility of the management of Pima UtiZity Company. Our responsibility is to 
express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America. Those standards require that we plan and perform the audits to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the fmancial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
fmancial position of Pima Utility Company as of December 3 1,20 10 and 2009, and the results of its operations 
and its cash flows for the years then ended in conformity with accounting principles generally accepted in the 
United States of America. 

g.c. 

2198 East Camelback, Suite 370 Phoenix, Arizona 85016 (602) 277-5463 FAX (602) 248-9074 



PIMA UTILITY COMPANY 

BALANCE SHEETS 
DECEMBER 3 1,20 10 AND 2009 

In thousands 

2010 2009 

ASSETS 

PLANT DJ SERVICE AND UNDER CONSTRUCTION, NET $ 21,540 $ 21,999 

CURRENT ASSETS: 
Cash 
Service customers receivable 
Receivable from affiliate 
Other assets 

92 
43 1 

1,835 
2 

169 
479 
872 

0 

2,360 1,520 Total current assets 

2,425 957 RESTRICTED FUNDS 

DEFERRED CHARGES 1.855 1,796 

LIABILITIES AND CAPITALIZATION 

CURRENT LIABILITIES: 
Accounts payable 
Accrued liabilities 
Current portion of bonds payable 

$ 247 
454 
470 

$ 335 
455 
505 

Total current liabilities 1,295 1,171 

BONDS PAYABLE, NET OF CURRENT PORTION 5,620 6,125 

ADVANCES IN AID OF CONSTRUCTION 660 683 

335 CONTRIBUTIONS IN AID OF CONSTRUCTION 274 

8.314 Total liabilities 7,849 

CAPITALIZATION: 
Common stock; $1 par value; 10,000,000 shares 

180 
Additional paid-in capital 10,80 1 
Retained earnings 8.45 1 

authorized; 180,041 shares issued and outstanding 180 
10,801 
7,876 

18.857 Total capitalization 19.432 

$ 27.171 $ 27,281 

See accompanying notes and auditors ' report. 



PIMA UTILITY COMPANY 

STATEMENTS OF INCOME 
FOR THE YEARS ENDED DECEMBER 31,2010 AND 2009 

1 

REVENUE: 
Water 
Wastewater 
Irrigation 
Excess capacity 
Establishment fees 
Other income 

Total revenue 

OPERATING EXPENSES: 
Salaries and employee benefits 
Electricity 
Repairs and maintenance 
Chemicals 
Testing, fees and permits 
Insurance 
Property taxes 
Professional services 
Administrative services 
Other expense 

Total operating expenses 

Income before depreciation, amortization and interest 

NON-OPERATING EXPENSES: 
Depreciation 
Amortization 
Interest expense, net 

NET INCOME 

In thousands 

2010 2009 

$ 1,658 $ 1,711 
2,956 2,959 

41 1 486 
1 2 
1 2 

48 9 

5.075 5,169 

93 1 
334 
514 
101 
85 
52 

259 
59 

105 
141 

827 
387 
417 
118 
76 
82 

257 
31 

105 
152 

2.58 1 2,452 

2,494 2,717 

1,148 1,188 
32 32 

439 399 

See accompanying notes and auditors ’ report. 



PIMA UTILITY COMPANY 

STATEMENTS OF CAPITALIZATION 
FOR THE YEARS ENDED DECEMBER 3 1,2010 AND 2009 

COMMON 
STOCK 

BALANCES, December 3 1,2008 $ 180 

NET INCOME 0 

DISTRIBUTIONS 0 

BALANCES, December 3 1,2009 $ 180 

NET MCOME 0 

DISTRIBUTIONS 0 

BALANCES, December 3 1,201 0 $ 180 

In thousands 

ADDITIONAL 

CAPITAL 
PAID-M 

$ 10,801 

0 

0 

$ 10,801 

0 

0 - 

RETAMED 
EARNINGS 

$ 10,218 

1,098 

(3,440) 

$ 7,876 

875 

(3001 

$i=Jklu 

TOTAL 
CAPITALIZATION 

$ 21,199 

1,098 

(3.440) 

$ 18,857 

875 

(3001 - 

See accompanying notes and auditors’ report. 



PIMA UTILITY COMPANY 

STATEMENTS OF CASH FLOWS 
FOR THE YEARS ENDED DECEMBER 3 1,2010 AND 2009 

CASH FLOWS FROM OPERATING ACTIVITIES: 
Net income 
Adjustments to reconcile net income to 

net cash flows from operating 
activities- 

Amortization of bond issue costs 
Depreciation and amortization 
Loss on sale of assets 
(Increase) decrease in- 

Service customers receivable 
Other assets 

Accounts payable 
Accrued liabilities 

Increase (decrease) in- 

Total adjustments 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 
(Increase) decrease in restricted funds 
Decrease in receivable from affiliate 
Plant additions 

Net cash flows fiom investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 
Repayment of bonds payable 
Advances in aid of construction 
Distributions 

Net cash flows fiom financing activities 

INCREASE (DECREASE) IN CASH 

CASH, beginning of year 

CASH, end of year 

In fhousands 

2010 2009 

$ 875 $ 1,098 

26 
1,181 

1 

(48) 
2 

88 
1 

1.25 1 

2,126 

26 

0 
1,220 

91 
(341 

1,297 

2,395 

(1,468) 255 
963 2,O 13 

(75 1) (75 1 ) 

(1.256) 1,517 

(470) (440) 
(23) (84) 

(300) (3,440) 

(793) (3.964) 

77 (52) 

92 144 

See accompanying notes and auditors ’ report. 



PIMA UTILITY COMPANY 

NOTES TO FINANCIAL STATEMENTS 
DECEMBER 3 1 , 20 10 AND 2009 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Business Activitv- 

Pima Utility Company (Company), an Arizona corporation organized in 1972, provides water 
and wastewater services to substantially all ofthe homes in the Sun Lakes retirement community. 

The rates for water and wastewater services are authorized by the Arizona Corporation 
Commission. 

Recodtion of Revenue and Expenses- 

Revenue and expenses are recognized on the accrual method. Under this method, revenue is 
recognized when earned rather than when collected, and expenses are recognized when incurred rather 
than when paid. 

Income Taxes- 

As permitted by the Income Taxes topic of the Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC), the Company evaluates all tax positions as 
required by the Contingencies topic of the FASB ASC, which requires a more likely-than not 
threshold for financial statement recognition and measurement of tax positions taken or expected to 
be taken in the Company’s tax return. Management believes the tax positions taken on the Company’s 
tax returns are fairly stated, With few exceptions, the Company is no longer subject to U.S. federal, 
state and local income tax examinations by tax authorities for years before 2006. 

The Company and its stockholders have elected to be taxed as an S corporation. In lieu of 
corporate income taxes, the stockholders are personally taxed on the Company’s taxable income. 
Therefore, no provision or liability for income taxes has been included in these financial statements. 

Plant in Service- 

Plant is service is stated at original cost. All water assets are depreciated on the straight-line 
Wastewater assets are depreciated on the straight-line method over the method at 3% annually. 

following usefid lives- 

Collection system, manholes and cleanouts 
and service laterals 50 years 

Lift stations I O  - 28 years 
Treatment and disposal systems 20 years 
Structures and improvements 4 - 20 years 
Equipment 5 - 10 years 
Effluent lines 10-Soyears 

Repairs and maintenance to plant in service are generally expensed as incurred. Expenditures 
determined to represent additions and imorovements are capitalized. 



- 2 -  

(1) ~: 

Deferred Charges- 

Deferred charges represent costs amortizable pursuant to rulings by the Arizona Corporation 
Commission over the following lives- 

Bond issue costs 23.5 years 
Allowance for funds used during construction 22 years 
Deferred operating costs for 1996 and 1997 5 years 
Deferred operating costs for 1998 and 1999 Pending 
Rate hearing costs Pending 

Estimates- 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions. 
These affect the reported amounts of assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period. Actual results could differ from 
these estimates. 

Long-Lived Assets- 

The Company periodically evaluates the carrying value of the long-lived assets in accordance 
with the FASB ASC. Under the FASB ASC, long-lived assets and certain identifiable intangible assets 
to be held and used in operations are reviewed for impairment whenever events or circumstances 
indicate that the carrying amount of an asset may not be hlly recoverable. The Company does not 
believe impairment exists at December 31,2010. 

Supplemental Cash Flow Information- 

Interest paid totaled $478,000 and $510,000 in 2010 and 2009, respectively. 



- 3 -  

(2) PLANT IN SERVICE AND UNDER CONSTRUCTION, NET: 

Plant in service and under construction, net consists of the following- 

In thousands 

2010 2009 

Construction work-in progress 

Land 

Wastewater: 
Collection system 
Manholes and cleanouts 
Lift stations 
Treatment and disposal systems 
Service laterals 
Structures and improvements 
Equipment 
Effluent lines 

Water: 
Mains 
Services 
Hydrants 
Tanks 
Water supply 
Meters 
Pumps 
Equipment 
Structures and improvements 

Total plant in service and under construction 
Less accumulated depreciation 

$ 20 $ 0 

189 189 

4,20 1 
1,792 
1,589 

10,656 
629 

9 
341 
538 - 

4,20 1 
1,718 
1,527 

10,583 
629 

5 
327 
536 

19,755 19,526 

3,057 
4,499 

892 
2,708 
1,789 
1,011 

830 
730 

2,292 

3,057 
4,321 

892 
2,679 
1,692 

975 
73 1 
700 

2,285 

17,808 17,332 

37,772 37,047 
16,232 15,048 



- 4 -  

(3) RESTRICTED FUNDS: 

Restricted hnds consist of investments held by a trustee to comply with the requirements of the 
Trust Indenture related to the Industrial Development Authority Bonds. 

The restricted funds are invested in money markets and are recorded at cost in the following 
trustee accounts- 

In thousands 

2010 2009 

Reserve fund 
Bond fund 

$ 953 $ 952 
1,472 5 

3 2.425 $ 9.57 

(4) DEFERRED CHARGES: 

Deferred charges consist of the following- 

In thousands 

2010 2009 

Bond issue costs, net of amortization $ 22 1 $ 247 
393 

Deferred operating costs for 1998 and 1999 1,049 1,049 
Rate hearing costs 165 165 

Allowance for funds used during construction, net of amortization 
Deferred operating costs for 1996 and 1997 1 1 

360 

Pursuant to an order from the Arizona Corporation Commission, from 1996 to 1999, the 
Company was authorized to defer 30% of the incremental operating costs of the new wastewater 
treatment facilities. 

(5) ACCRUED LIABILITIES: 

Accrued liabilities consist of the following- 

In thousands 

2010 2009 

Payroll and taxes 
Sales tax 
Property taxes 
Regulatory taxes 
Interest 

$ 67 $ 54 
27 23 

129 128 
10 10 

222 239 



- 5 -  

(6) BONDS PAYABLE 

In December, 1995, the Company received $10,300,000 from the sale of Industrial 
Development Authority Bonds of Maricopa County, which financed the construction of the wastewater 
treatment facility. 

The bonds bear interest at 7.25% and require annual debt service of approximately $951,000 
through July, 201 9. 

Annual principal payments are as follows- 

Year Ending 
December 3 I 

201 1 
2012 
2013 
2014 
2015 
Thereafter 

In thousands 

$ 505 
545 
580 
625 
670 

3,200 

$ 6.125 

(7) ADVANCES AND CONTRIBUTIONS IN AID OF CONSTRUCTION: 

The advances in aid of construction contracts provide that a percentage of gross revenues from 
each applicable unit over a specified period will be paid to reimburse the customer for the cost of the 
water system. 

Any unrehnded portion upon the contract expiration is transferred to contributions in aid of 
construction. 

(8) INTEREST EXPENSE, NET: 

Interest expense, net consists of the following 

In thousands 

2010 2009 

Interest income 
Interest expense 
Amortization of bond issue costs 



- 6 -  

(9) FAIR VALUE OF FINANCIAL INSTRUMENTS: 

In accordance with the Fair Value Measurements and Disclosures topic of the FASB ASCI the 
carrying amount reported in the balance sheet for current assets, restricted hnds and current liabilities 
approximate fair values due to the short maturity of these instruments. 

At December 31,2010, the fair value of long-term debt was equal to the carrying amount. 

( I  0) TRANSACTIONS WITH RELATED PARTIES: 

On an ongoing basis, Pima Utility Company engages in certain business activities with affiliates 
which arise through the normal course of business. 

The Company has an agreement with an affiliated developer where the developer pays a 
monthly fee to reserve capacity of the new wastewater treatment plant for its undeveloped lots. The 
Company earned $1,000 and $2,000 during 2010 and 2009, respectively, pursuant to this agreement. 

The Company provides water services to affiliates for construction activity and golf courses. 
Revenue earned from these affiliates during 2010 and 2009 was $59,000 and $21 1,000, respectively. 

The Company paid $105,000 in 2010 and 2009, respectively, to an affiliate for administrative 
and accounting services. 

The Company also advances excess funds to an affiliate. The advances are payable on demand 
and provide for monthly interest at the affiliates borrowing rate. The Company earned $48,000 and 
$120,000 of interest on the advances during 20 10 and 2009, respectively. At December 3 1 , 201 0 and 
2009, the outstanding receivable from affiliate was $872,000 and $1,835,000, respectively. 

(1 1) RETIREMENT PLAN AND TRUST: 

The Company and affiliated entities have a multi-employer trust profit sharing plan under 
Section 401 and 401(K) of the Internal Revenue Code. The Plan and Trust provides for retirement, 
disability and accidental benefits for eligible employees. The Company matches employee contributions 
at a rate of 25%. The Plan and Trust also provides for additional contributions by the employer, at 
management's discretion. As of December 31, 2010, the Company had no liability to the Plan and Trust 
for matching or additional contributions. The Company contributed approximately $9,000 in 2010 and 
2009, respectively to the Plan. 

( I  2) CONCENTRATIONS OF CREDIT RISK: 

The Risk and Uncertainties topic of the FASB ASC requires certain disclosures relating to 
concentrations and the general risk associated with those concentrations. 

Substantially all customers reside within the Sun Lakes community. 

(13) SUBSEQUENT EVENTS: 

Management has evaluated all subsequent events through the date the financial statements were 
available to be issued on April 22, 201 1. No subsequent events occurred during this period which 
require adjustment to or disclosure in the financial statements. 



Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Projected Income Statements - Present & Proposed Rates 
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At Present At Proposed 
Rates Rates 

Test Year Year Year 
Line Actual Ended Ended 
- No. Results 12/31/2011 12/31/2011 
1 Revenues 
2 Metered Water Revenues $ 2,955,870 $ 2,997,389 $ 3,688,599 
3 Unmetered Water Revenues 93,356 93.356 93,356 
4 Other Water Revenues 42,030 6,030 6,030 
5 $ 3,091,256 $ 3,096,775 $ 3,787,985 
6 Operating Expenses 
7 Salanes and Wages $ 345,644 $ 345,644 $ 345,644 
8 Salaries and Wages - Officers and Directors 90,294 90,294 90,294 
9 Employee Pensions and Benefits 1 1  5,720 115,720 1 15,720 
10 Purchased Power 105,351 134,337 134,337 
1 1  Chemicals 84,059 84,059 84,059 
12 Materials and Supplies 184,532 184,532 184,532 
13 Office Supplies and Expense 188,906 188,906 188,906 
14 Contractual Services - Engineering 20,305 20,305 20,305 
15 Contractual Services -Accounting 3,067 3,067 3,067 
16 Contractual Services - Legal 108 108 108 
17 Contractual Services - Other 61,500 61,500 61,500 
18 Contractual Services -Water Testing 15,729 15,729 15,729 
19 Rents - Equipment 698 698 698 
20 Transportation Expenses 28,808 28,808 28,808 
21 Insurance - Vehicle 3,067 3,067 3,067 
22 Insurance - General Liability 20,916 20,916 20,916 

24 Regulatory Commission Expense 
25 Regulatory Commission Expense - Rate Case 50,000 50,000 
26 Bad Debt Expense 9,509 9,509 9,509 
27 Miscellaneous Expense 2,174 2,174 2,174 
28 Depreciation Expense 702,524 1,010,700 1,010,700 
29 Taxes Other Than Income 10,449 10,449 10,449 
30 Property Taxes 164,773 125,916 135,183 

275,081 31 Income Tax 85,405 
32 
33 Total Operating Expenses $ 2,158,356 $ 2,592,066 $ 2,791,008 
34 Operating Income $ 932,900 $ 504,709 $ 996,977 

23 Insurance -Worker's Comp 222 222 222 

35 Other Income (Expense) 
36 Interest Income 
37 Other income 
38 Interest Expense 
39 Other Expense 
40 
41 Total Other Income (Expense) 
42 Net Profit (Loss) 
43 
44 
45 SUPPORTING SCHEDULES: 
46 C-I  
47 
48 
49 xxxx 

GainILoss Sale of Fixed Assets 

97 97 97 
52 52 52 

(487,087) (220,131) (220,131) 
(1,639) (1,639) (1,639) 

$ (488.577) $ (221,621) $ (221,621) 
$ 444,324 $ 283.088 $ 775,356 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Pima UtilityCompany -Wastewater Division 
Test Year Ended December 31,2010 

Projected Statements of Changes in Financial Position 
Present and Proposed Rates 

Cash Flows from Operating Activities 
Net Income 
Adjustments to reconcile net income to net cash 

provided by operating activities: 
Depreciation and Amortization 
Other 
Changes in Certain Assets and Liabilities: 

Accounts Receivable 
Unbilled Revenues 
Materials and Supplies Inventory 
Prepaid Expenses 
Deferred Charges 
Notes Receivable 
Accounts Payable 
intercompany payable 
Customer Meter Deposits 
Taxes Payable 
Other assets and liabilities 

Net Cash Flow provided by Operating Activities 
Cash Flow From Investing Activities: 

Capital Expenditures 
Plant Held for Future Use 
Changes in debt reserve fund 

Net Cash Flows from Investing Activities 
Cash Flow From Financing Activities 

Change in Restricted Cash 
Change in net amounts due to parent and affiliates 
Net Receipt contributions in aid of construction 
Net receipts of advances in aid of construction 
Repayments of Long-Term Debt 
Dividends Paid 
Deferred Financing Costs 
Paid in Capital 

Net Cash Flows Provided by Financing Activities 
Increase(decrease) in Cash and Cash Equivalents 
Cash and Cash Equivalents at Beginning of Year 
Cash and Cash Equivalents at End of Year 

SUPPORTING SCHEDULES: 
E-3 
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At Present At Proposed 
Rates Rates 

Test Year Year Year 
Ended Ended Ended 

12/31/2010 12/31/2011 12/31/2011 

$ 444,324 $ 220,163 $ 712.431 

702.524 1,010,700 1,010,700 

(1,467,236) 
1,115,641 

(27,566) 

(1 7.038) 
3,156 

(39,374) 
$ 705,191 $ 1,230,863 $ 1,723,131 

(248,075) (315,000) (31 5,000) 

$ (248,075) $ (315,000) $ (315,000) 

(13,104) (1 3.104) (1 3,104) 
(470.000) (505,000) (505,000) 

25,988 

$ (457.116) $ (518,104) $ (518,104) 
(0) 397.759 890,027 
0 0 0 

$ 0 $ 397,759 $ 890,027 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Account 
Number 

35 1 
352 
353 
354 
355 
360 

361.1 
361.2 
362 
363 
364 
365 
366 
367 
370 

371.1 
371.2 
371.3 
374 
375 

381 

389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

380 

382 

Total 

Pima UtilityCompany - Wastewater Division 
Test Year Ended December 31,2010 
Projected Construction Requirements 

Plant Asset: 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Manholes & Cleanouts 
Special Collecting Structures 
Servcies to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment - Lift Stations 
Other Pumping Equipment 
Pumping Equipment - Recharge Wells 
Reuse Distribution Reserviors 
Reuse Transmission and Distribution 
Treatment & Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
Office Furniture & Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

Test Year 
$ 

3,479 

62.307 
73,351 

72,476 

2,243 
14,028 
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201 1 - 
$ - $  

10,000 

65,000 
5,000 

220,000 

15,000 

2012 
- $  

10,000 

65,000 
5,000 

500,000 

100,000 

250.000 
15.000 

_2013 

10,000 

65,000 
5,000 

500,000 

100.000 

250,000 
15,000 

$ 227,885 $ 315,000 $ 945.000 $ 945.000 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima UtilityCornpany -Wastewater Division 
Test Year Ended December 31,2010 

Assumptions Used in Rate Filing 

Exhibit 
Schedule F-4 
Page 1 
Witness: Bourassa 

Property Taxes were computed using the method used by the Arizona Department 
of Revenue modified for ratemaking. 

Projected construction expenditures are shown on Schedule A-4. 

Expense adjustments are shown on Schedule C2, and are explained in the testimony 



Pima Utility Company - Wslewaler Division 
Revenue Summay 

TeslYear Ended Decemberll. 2010 

€hibit 
Schedule H- I  
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Total Total Percenl Percent 
Revenues Revenues Of Of 

a1 a1 Present Proposed 
Line Present Proposed Dollar Percent Water Water 
- No. Meler Size Classification - Rates - Rates m C h a n q e  -oh 

1 5I8xY4 Inch Residential f 2,658,546 S 3250.073 f 591.527 22.25% 
2 I lnch Residential 145.477 177.846 32.369 22.25% 4.70% 4.69% 
1 
4 
5 
6 
7 
8 
9 
I O  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

5/Bx3/4 Inch Canmerchl 
314 Inch Commercial 
1 Inch CWNnerCidl 
11Rlnch Cwnmercial 
2 Inch CmmerCSl 

ElRuenl 1 
Effluenl2 

Subldalr of Revenues 
Revenue Annualirdions: 
5(8x3/4 Inch Residenlial 
1 Inch Residenlial 

518B4 Inch C m e v i a l  
w4 Inch Canmevial 
1 Inch Commercial 
1 In Inch Canmevial 
2 Inch Commercial 

Effluenl- water sales recwered effluent 

f 6,410 f 7.836 f 1.426 
1,272 1.555 283 

16.909 20.671 3,762 
12.672 15,491 2,819 

115,770 141,529 25,759 

44,582 55,341 10.7W 
76.930 94,127 17.1% 

f 3.078.568 S 3.764.469 f 685.901 

I (1,046) I (1.278) S (233) 
1,899 2.321 422 

s 136 5 167 S 30 

(1.246) (1.523) (277) 

1.124 1.374 250 

12.496 15.081 2.585 

2225% 
22.25% 
22.25% 
22.25% 
22.25% 

24.13% 
22.35% 

22.28% 

22.25% 
22.25% 

2225% 
0.00% 

22.25% 
0.00% 

22.25% 

20.69% 

0.21% 
0.04% 
0.55% 
0.41% 
3.74% 

1.44% 
2.48% 

99.41% 

4.03% 
0.06% 

0.00% 
0.00% 

-0.04% 
0.00% 
0.04% 

0.40% 

0.21% 
0.04% 
0.55% 
0.41% 
3.74% 

1.46% 
2.48% 

Additional 
99.38% Addilicnal Gallons 

4.03% (46) (138.wO) 
0 06% 32 96.000 

0.00% 6 18,000 
0.00% 0 

-0.04% (21) (63.000) 
0.00% - 
0 04% 6 18,000 

0.40% 12 

26 
27 Subldal Revenue Annualiralion 13,363 16.141 2.778 20.79% 043% 0.52% (11) (69,000) 
28 
29 Tolal Revenuer vl Annualinlaon f 3.091.931 f 3.780.610 f 688.679 2227% 9984% 99.81% 
30 Miss Revenuer 6.030 6.030 0.00% 019% 0.16% 
31 Reconciling Amowl  
32 Total Revenues 
33 

(1,186) 1.345 2.530 -213 32% -004% 004% 
I 3,096,775 f 3,787.985 I 691209 2232% 10000% 10000% 

~~ 

34 
35 Reconciliation IoGL Revenues 
36 Melered Revenues Per GL S 3,049,226 
37 Adjuslmenk Imga6on Revenues 
38 remrdedonsewerbookz (2.314) 
39 Effluenl2 Bill Conedon' 
40 Adjusled Metered Reenues 
41 

28.156 
5 3.077.382 

42 Bill Cwrd Rev. before Anrwalikation 3,078,568 
43 D i e r e m  f (1.186) . .  
44 
45 Unremnaled Differmce I (1.186) 
46 %Difference 4.04% 

Effluenl2 Billings al inmrred rales 

47 Tolerance (+/- 0.5X) I 15.387 

49 
50 

48 h p l a b k  Yes 

' Effluent 2 customers were charged al the Water Division %ation rate of 10.36 per 1 ,000 gallons during Ihe lest year. These addtonal revenues are inwlded in Q Adjustment 4. 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 

Customer 
Classification 

and/or Meter Size 
518x314 Inch Residential 
1 Inch Residential 

518x314 Inch Commercial 
314 Inch Commercial 
1 Inch Commercial 
1 112 Inch Commercial 
2 Inch Commercial 

Pima Utility Company - Wastewater Division 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31.2010 

(a) 
Average 

Number of 
Customers 

at 
12/31/2010 

9,747 
204 

24 
3 

24 
9 

52 

Averase Bill 
Average Present Proposed 

Consumition ~ a t e s  Rates 
- $ 22.73 $ 27.79 

59.33 72.53 

- $ 22.73 $ 27.79 
35.33 43.19 
59.33 72.53 

117.33 143.44 
187.33 229.01 

Exhibit 
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Proposed Increase 
Dollar Percent 

Amount Amount 
$ 5.06 22.25% 

13.20 22.25% 

$ 5.06 22.25% 
7.86 22.25% 

13.20 22.25% 
26.11 22.25% 
41.68 22.25% 

Percent 
of 

Customers 
96.85% 
2.03% 

0.23% 
0.03% 
0.24% 
0.09% 
0.51% 

9 

11 
12 
13 
14 
15 
16 
17 
18 Totals 
19 
20 Actual Year End Number 
21 of Customers: 
22 
23 
24 
25 

10 Irrigation 2 4,059,941 $ 2,476.77 $ 3,07452 $ 597.75 24.13% 0.01% 

10,063 

10,058 

100 00% 



Pima Utility Company - Wastewater Division 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31, 2010 

Customer 
Line Classification - No. and/or Meter Size 

1 5/8x3/4 Inch Residential 
2 1 Inch Residential 
3 
4 5/8x3/4 Inch Commercial 
5 3/4 Inch Commercial 
6 I Inch Commercial 
7 1 112 Inch Commercial 
8 2lnch Commercial 
9 
10 Irrigation 
11 
12 
13 
14 
15 
16 
17 Totals 10,063 
18 
19 Actual Year End Number 
20 of Customers: 10,058 
21 
22 
23 
24 

(a) 
Average 

Number of 
Customers 

at 
12/31 I201 0 

9,747 
204 

24 
3 

24 
9 

52 

2 
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Median Bi l l  Proposed lncreas e 
Median Present Proposed Dollar Percent 

Consumption - Rates - Rates Amount Amount 
- $ 22.73 $ 27.79 $ 5.06 22.25% 

59.33 72.53 13.20 22.25% 

- $ 22.73 $ 27.79 $ 5.06 22.25% 
- $ 35.33 $ 43.19 7.86 22.25% 
- $ 59.33 $ 72.53 13.20 22.25% 

117.33 143.44 26.11 22.25% 
187.33 229.01 41.68 22.25% 

1,784.000 $ 1.156.72 $ 1,481.36 $ 324.64 28.07% 

Percent 
of 

Customers 
96.85% 
2.03% 

0.23% 
0.03% 
0.24% 
0.09% 
0.51% 

0.01% 

100.00% 



Line 
- No. 
1 
2 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima Utility Company ~ Wastewater Division 
Test Year Ended December 31.2010 

Present and Proposed Rates 

Sewer Services 
5iEx344 Inch 
344 Inch 
1 Inch 
1 1R Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

Effluent Sales 
Monthly Minimum 
Gallons In Minimum 
Charge per 1.000 gallons 

Recovered EWluent Sales 
Monlhly Minimum 
Gallons In Minimum 
Charge per 1.m gallons 

Swvicp Charaes 
impad Fee (new wnneclion one-kne only) 
EstaMahment Fee 
Reestablishment (wilhin 12 months) 
Deferred payment (per mnlh) 
Deposit 
Deposit Interest 
NSF check 
Late payment fee (per month)." 
Dismnnect/RecoMed (delinquent acmunt) 
Rewnog(ion (Delinquent) 
After Hows S w i e  Charge 

Present Proposed 

Exhibit 
Schedule H-3 
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Percent 
Rates - 

22.73 I 
35.33 
59.33 

11 7.33 
187.33 

NT 
NT 
NT 

180.00 
100,000 

0.58 f 

NT S 
NT I 
NT S 

260.00 
NT f 
NT 

1.50% 

15.00 $ 
1.50% 

500.00 
NT 5 
NT S 

Chanqe Chanqe 

27.79 f 
43.19 
72.53 

143.44 
229.01 
444.60 
694.69 

1.389.37 1 

5.06 22.25?'s 
7.86 22.25% 

13.20 22.25% 
26.11 22.25% 
41.68 22.25% 

44460 
69469 
,389.37 

232.56 52.56 29.20% 

0.70 0.12 20.69% 

232.56 

0.70 

NT 
25.00 

1.50% 

.. 
15.M) 
1.50% 

25.00 
50.00 

NT 

* Number d monlhs off h e  system times the appkabk sewer charge 
'* Per Commission Rue R14-26CI3 B 7 and 603 B 3 
'- Late payment chrge based upon b a a m  omng at lhe end of (he billing cycle which Is added lo nexl bill 

' Recovered eftluent was charged a the Water DMsion irngatBon rate of $0 36 per 1.m gallons dunng me test year 

NT = No Tanff 



Pima Utility Company - Wastewater Division 
Bill Comparison of Present and Proposed Rates 

Exhibit 
Schedule H-4 

Customer Classification Residential 5/8x3/4 Inch Meter Page 1 

Usaae 

1.000 
2.000 
3,000 
4,000 
5.000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25.000 
30,000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80,000 
90,000 

100,000 

Test Year Ended December 31, 2010 
(Excludes all Revenue Related Taxes) 

Present Proposed Dollar 
- Bill - Bill Increase 

$ 22.73 $ 27.79 $ 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 

27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 

Average Usage 

Median Usage 
- $ 22.73 $ 27.79 $ 

- $ 22.73 $ 27.79 $ 

5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 

5.06 

5.06 

Wtkss :  Bourassa 

Percent 
Increase 

22.25% 
22.25% Present Rates: 
22.25% Monthly Minimum: 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% Proposed Rates: 
22.25% Monthly Minimum: 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 

22.25% 

$ 22.73 

$ 27.79 



Pima Utility Company - Wastewater Division 
Bill Comparison of Present and Proposed Rates 

Test Year Ended December 31,2010 
(Excludes all Revenue Related Taxes) 

Customer Classification Residential 1 Inch Meter 

Present 
Usaae Bill 

- $ 59.33 
1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 
10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80,000 
90,000 
100,000 

59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 

Average Usage 

Median Usage 
- $ 59.33 

- $ 5933 

Proposed Dollar 
Bill Increase 

$ x.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 

$ 72.53 $ 13.20 

$ 72.53 $ 13.20 

Percent 
Increase 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 

22.25% 
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Present Rates: 
Monthly Minimum: 

Proposed Rates: 
Monthly Minimum: 

$ 59.33 

$ 72.53 



Pima Utility Company - Wastewater Division 
Bill Comparison of Present and Proposed Rates 

Test Year Ended December 31,2010 
(Excludes all Revenue Related Taxes) 

Customer Classification Commercial 5/8x3/4 Inch Meter 

Usaqe 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80,000 
90,000 

100.000 

Present Proposed Dollar 
&ll - Bill Increase 

$ 1 2 . 7 3  $ 27.79 $ 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 
22.73 

27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 
27.79 $ 

Average Usage 

Median Usage 
- $ 22.73 $ 27.79 $ 

- $ 22.73 $ 27.79 $ 

5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 
5.06 

5.06 

5.06 

Percent 
Increase 

22.25% 
22.25% 

22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 

22.25% 
22.25% 
22.25% 

22.25% 
22.25% 

22.25% 

22.25% 
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Present Rates: 
Monthly Minimum: 

Proposed Rates: 
Monthly Minimum: 

$ 22.73 

$ 27.79 



Pima Utility Company - Wastewater Division 
Bill Comparison of Present and Proposed Rates 
Customer Classification 

Test Year Ended December 31,2010 
(Excludes all Revenue Related Taxes) 

Commercial 3/4 Inch Meter 

Present 
Bill Usase - - $ 35.33 

1,000 35.33 
2,000 35.33 
3,000 35.33 
4,000 35.33 
5,000 35.33 
6,000 35.33 
7,000 35.33 
0,000 35.33 
9,000 35.33 

10,000 35.33 
12,000 35.33 
14,000 35.33 
16,000 35.33 
10,000 35.33 
20,000 35.33 
25,000 35.33 
30,000 35.33 
35,000 35.33 
40,000 35.33 
45,000 35.33 
50,000 35.33 
60,000 35.33 
70,000 35.33 
80,000 35.33 
90,000 35.33 

100,000 35.33 

Proposed Dollar 
Bill Increase 

$ 43.19 $ 7.86 

43.19 $ 7.06 
43.19 $ 7.86 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 

43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.86 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.06 
43.19 $ 7.86 
43.19 $ 7.06 

43.19 $ 7.86 

43.19 $ 7.86 

Average Usage 

Median Usage 
- $ 35.33 $ 43.19 $ 7.86 

- $ 35.33 $ 43.19 $ 7.86 

Percent 
Increase 

22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 

22.25% 
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Present Rates: 
Monthly Minimum: 

Proposed Rates: 
Monthly Minimum: 

$ 35.33 

$ 43.19 



Pima Utility Company - Wastewater Division Exhibit 
Bill Comparison of Present and Proposed Rates Schedule H-4 
Customer Classification Commercial 1 Inch Meter Page 5 

Witness: Bourassa Test Year Ended December 31, 2010 

l&qg 

1,000 
2,000 
3,000 
4,000 
5,000 
6.000 
7,000 
8,000 
9,000 
10,000 
12,000 
14,000 
16,000 
18.000 
20,000 
25.000 
30,000 
35,000 
40,000 
45.000 
50.000 
60,000 
70,000 
80,000 
90,000 
100,000 

- $  

Present Proposed Dollar 

59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 
59.33 

Sill Increase 
$ x.53 $ 13.20 

72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 
72.53 $ 13.20 

Average Usage 

Median Usage 
- $ 59.33 $ 72.53 $ 13.20 

- $ 59.33 $ 72.53 $ 13.20 

Percent 
Increase 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 

22.25% 
22.25% 
22.25% 

22.25% 

22.25% 

22.25% 
22.25% 

22.25% 

22.25% 

Present Rates: 
Monthly Minimum: 

Proposed Rates: 
Monthly Minimum: 

$ 59.33 

$ 72.53 



Pima Utility Company - Wastewater Division 
Bill Comparison of Present and Proposed Rates 
Customer Classification 

Test Year Ended December 31.2010 
Commercial 1.5 Inch Meter 

Present 
Bill Usaae - 

- S 117.33 
1,000 
2,000 
3.000 
4,000 
5,000 
6,000 
7.000 
8,000 
9,000 
10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80,000 
90,000 
100,000 

117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 
11 7.33 
117.33 
117.33 
117.33 
117.33 
117.33 
117.33 

Proposed Dollar 
Bill increase 

$ 143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 
143.44 $ 26.11 

- -  

Average Usage 

Median Usage 
- $ 117.33 $ 143.44 $ 26.11 

- $ 117.33 $ 143.44 $ 26.11 

Percent 
Increase 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25Yu 

22.25% 

22.25% 

Exhibit 
Schedule H-4 
Page 6 
Witness: Bourassa 

Present Rates: 
Monthly Minimum: 

Proposed Rates: 
Monthly Minimum: 

$ 117.33 

$ 143.44 



Pima Utility Company - Wastewater Division Exhibit 
Bill Comparison of Present and Proposed Rates Schedule H-4 
Customer Classification Comrnerical2 Inch Meter Page 7 

Test Year Ended December 31,2010 Wltness: Bourassa 

1,000 
2,000 
3,000 
4,000 
5,000 
6,000 
7,000 
8,000 
9,000 

10,000 
12,000 
14,000 
16,000 
18,000 
20,000 
25,000 
30,000 
35,000 
40,000 
45,000 
50,000 
60,000 
70,000 
80,000 
90,000 

100,000 

Present 
Bill 

$ 187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 
187.33 

- 
Proposed Dollar 

Bill Increase 
$ 2%01 $ 41.68 

229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 
229.01 $ 41.68 

Average Usage 

Median Usage 
- $ 187.33 $ 229.01 $ 41.68 

- $ 187.33 $ 229.01 $ 41.68 

Percent 
Increase 

22.25% 
22.25% 
22.25% 
22.25% 

22.25% 
22.25% 

22.25% 

22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 
22.25% 

22.25% 

22.25% 
22.25% 

22.25% 

22.25% 

22.25% 

22.25% 

22.25% 

22.25% 

Present Rates: 
Monthly Minimum: 

Proposed Rates: 
Monthly Minimum: 

$ 187.33 

$ 229.01 



Pima Utility Company - Wastewater Division 
Bill Comparison of Present and Proposed Rates 

Test Year Ended December 31,2010 
Customer Classification Effluent Sales 1 

Present 
Usaae - Bill 

- $ 180.00 
1.000 180.00 
2,000 180.00 
3,000 180.00 
4,000 180.00 
5,000 180.00 
6,000 180.00 
7,000 180.00 
8,000 180.00 
9,000 180.00 
10.000 180.00 
12,000 180.00 
14,000 180.00 
16,000 180.00 
18,000 180.00 
20,000 180.00 
25.000 180.00 
30,000 180.00 
35,000 180.00 
40.000 180.00 
45,000 180.00 
50.000 180.00 
60,000 180.00 
70,000 180.00 
80,000 180.00 
90,000 180.00 
100,000 180.00 

Proposed Dollar 
Bill Increase 

$ 232.56 $ 52.56 
233.26 $ 53.26 
233.96 $ 53.96 
234.66 $ 54.66 
235.36 $ 55.36 
236.06 $ 56.06 
236.76 $ 56.76 
237.46 $ 57.46 
238.16 $ 58.16 
238.86 $ 58.86 
239.56 $ 59.56 
240.96 $ 60.96 
242.36 $ 62.36 
243.76 $ 63.76 
245.16 $ 65.16 
246.56 $ 66.56 
250.06 $ 70.06 
253.56 $ 73.56 
257.06 $ 77.06 
260.56 $ 80.56 
264.06 $ 84.06 
267.56 $ 87.56 
274.56 $ 94.56 
281.56 $ 101.56 
288.56 $ 108.56 
295.56 $ 115.56 
302.56 $ 122.56 

Average Usage 

Median Usage 
4,059,941 $ 2.476.77 $3.074.52 $ 597.75 

1,784,000 $ 1,156.72 $1.481.36 $ 324.64 

Percent 
Increase 
29.20% 
29.59% 
29.98% 
30.37% 
30.76% 
31.14% 
31.53% 
31.92% 
32.31% 
32.70% 
33.09% 
33.87% 
34.64% 
35.42% 
36.20% 

38.92% 
36.98% 

40.87% 
42.81% 
44.76% 
46.70% 

52.53% 
56.42% 
60.31% 
64.20% 
68.09% 

48.64% 

24.13% 

28.07% 

Exhibit 
Schedule H-4 
Page 8 
Witness: Bourassa 

Present Rates: 
Monthly Minimum: 
Gallons in Minimum 
Charge Per 1,000 Gallons 
All Gallons 

Proposed Rates: 
Monthly Minimum: 
Gallons in Minimum 
Charge Per 1,000 Gallons 
All Gallons 

180.00 
100,000 

0.58 

232.56 

0.70 



Pima Utility Company - Wastewater Division 
Bill Comparison of Present and Proposed Rates 

Customer Classification Effluent Sales 2 
Test Year Ended December 31,2010 

Present 
Usaqe - Bill 

- $ 180.00 
1,000 180.00 
2,000 180.00 
3,000 180.00 
4,000 180.00 
5,000 180.00 
6,000 180.00 
7.000 180.00 
8,000 180.00 
9,000 180.00 

10,000 180.00 
12,000 180.00 
14,000 180.00 
16,000 180.00 
18,000 180.00 
20,000 180.00 
25,000 180.00 
30,000 180.00 
35,000 180.00 
40.000 180.00 
45,000 180.00 
50.000 180.00 
60.000 180.00 
70,000 180.00 
80.000 180.00 
90,000 180.00 

100,000 180.00 

Proposed Dollar 
Bill Increase 

$ 232.56 $ 52.56 
233.26 $ 53.26 
233.96 $ 53.96 
234.66 $ 54.66 
235.36 $ 55.36 
236.06 $ 56.06 
236.76 $ 56.76 
237.46 $ 57.46 
238.16 $ 58.16 
238.86 $ 58.86 
239.56 $ 59.56 
240.96 $ 60.96 
242.36 $ 62.36 
243.76 $ 63.76 
245.16 $ 65.16 
246.56 $ 66.56 
250.06 $ 70.06 
253.56 $ 73.56 
257.06 $ 77.06 
260.56 $ 80.56 
264.06 $ 84.06 
267.56 $ 87.56 
274.56 $ 94.56 
281.56 $ 101.56 
288.56 $ 108.56 
295.56 $ 115.56 
302.56 $ 122.56 

Average Usage 

Median Usage 
8,632.224 $ 5.128.69 $6,275.12 $1,146.43 

6,029,361 $ 3,619.03 $4,453.11 $ 834.08 

Percent 
Increase 

29.20% 

29.98% 
30.37% 
30.76% 
31.14% 
31,.53% 
31.92% 
32.31 Yo 
32.70% 
33.09% 
33.87% 
34.64% 
35.42% 
36.20% 
36.98% 
38.92% 
40.87% 
42.81% 
44.76% 
46.70% 
48.64% 
52.53% 
56.42% 
60.31% 
64.20% 
68.09% 

29.59% 

22.35% 

23.05% 

Exhibit 
Schedule H-4 
Page 9 
Witness: Bourassa 

Present Rates: 
Monthly Minimum: $ 180.00 
Gallons in Minimum 100.000 
Charge Per 1,000 Gallons 
All Gallons $ 0.58 

Note: Present rates reflect the Water Division ir 
This was an error. 

Proposed Rates: 
Monthly Minimum: $ 232.56 
Gallons in Minimum 
Charge Per 1,000 Gallons 
All Gallons $ 0.70 



Usage 
From: 

1 
1.001 
2.001 
3.001 
4.001 
5.001 
6.001 
7,001 
8.001 
9.001 

10,001 
12.001 
14.001 
16.001 
18,001 
20,001 
25.001 
30.001 
35.001 
40,001 
45.001 
50.001 
60.001 
70.001 
80,001 
90.001 

Pima Utility Company ~ WastewaterDivision 
Test Year Ended Dpember31.2010 

Customer Classification Residenlial5/8~3/4 Inch Meter 

Month Month Month Month Monh 
Usage of Of Of Of Of 

To. - Jan p& Mar &r &Y 
- 9.746 9.745 9.762 9.765 9.752 

1,000 
2.000 
3.000 
4.000 
5.000 
6.000 
7.000 
8,000 
9.000 

10.000 
12.wo 
14.000 
16.000 
l8,WO 
20.000 
25,000 
30,003 
35,000 
40.000 
45,000 
53.000 
60.000 
70.000 
80.000 
90poo 

100.003 

Totals 

Exhibit 
Schedule ti-5 
Page 1 
Wltnesr Bourassa 

Month Month Month Monh Month Month Month Cumul- Cumul- 
Of Of Of Of of of of Total abve abve 
- juri &I &g &p &c Year BJ!!w ~als(1.000s 

9742 9.736 9,745 9.747 9,744 9.733 9.743 116.962 116.962 - - 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116,962 ~ 

- 116.962 ~ 

- 116,962 - 
- 116.962 - 
- 116.962 - 
- 116.962 . 
- 116,962 - 
- 116.962 - 
- 116.962 ~ 

- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116.962 - 
- 116,962 - 
- 116,962 - 
- 116.962 - 

; 
Average Usage 
Median Usage 
Average# Customers 9.747 
Changein Number of Customem (5) 



Usage 
From: 

1 
1.w1 
2.001 
3.001 
4.001 
5,001 
6.001 
7.001 
8,001 
9.w1 

10.w1 
12.001 
14,001 
16.001 
18.031 
20.001 
25.001 
30.001 
35.W1 
40.001 
45.w1 
50,001 
60,001 
70.001 
80.001 
90.001 

Totals 

Pima Utility Company - Wastewater Division 
rest Year Ended December 31.2010 

Residential 1 Inch Meter Customer Classification 

Usage 
To: 

?.OW 
2 . m  
3 . m  
4.WO 
5.000 
6.0W 
7 . m  
8,000 
9.m 

1o.m 
12.000 
14.000 
16.000 
1B.W 
2 0 . m  
25.003 
3O.m 
3 5 . m  
4 0 . m  
45,003 
50.000 
60.000 
70.wO 
8o.m 
90.m 

1 0 0 . m  

Month Month Month Month 
Of Of Of Of 

J a n m e m  
204 202 204 203 

Month 
of 

205 

Month 
Of - Jun 

205 

Month 
Of 

- Jul 
206 

Exhibit 
Schedule H-5 
Page 2 
Wlness Bourassa 

Month Month Month Month 
Of Of Of Of 

& q a m m  
202 206 207 203 

Month 
Of - Dec 

205 

Total 
Year - 
2.452 

204 202 204 203 205 205 208 202 208 207 203 205 2.452 

Median Usage 

Change in Number of Customers 
Average #Customers 204 

1 

Cumul- Cumul- 
ative ative a Gals rl.OCOs) 
2.452 
2.452 
2.452 
2,452 
2.452 
2.452 
2.452 
2.452 
2,452 
2.452 
2.452 
2,452 
2.452 
2.452 
2.452 
2.452 
2.452 
2.452 
2.452 
2.452 
2.452 
2,452 
2.452 
2.452 
2.452 
2.452 
2.452 
2.452 
2.452 



Usage 
From 

1 
1,001 
2,001 
3,001 
4.001 
5.001 
6,001 
7.001 
8.001 
9,001 

10,001 
12.001 
14.001 
16.001 
18.001 
20.001 
25.001 
30.001 
35.001 
40.001 
45,001 
50,001 
60.001 
70.00 1 
80,001 
90.001 

Pima Utility Company - WastewaterOivision 
Test Year Ended December31.2010 

Customer Classification Commercial 5/8x3/4 Inch Meter 

Exhibit 
Schedule H-5 
Page 3 
Wtness Eourassa 

Usage 
To: 

1.000 
2.000 
3.000 
4.000 
5.000 
6.000 
7.000 
8.000 
9 . W  

10.000 
12,000 
14,000 
16.000 
18,000 
20,000 
25.000 
3 0 , m  
35,000 
40.000 
45.0043 
5 0 . m  
60.000 
70.000 
80.000 
90,000 

100 .W 

Monh Monh Month Month Mona Month Month Month Monh Month Month Month 
of of Total 

Jan kr k r  h n  ~ u l  h oct Nov O e C  Year 
- 24 24 23 23 23 23 23 23 24 24 24 

of of of Of Of of Of Of of Of 

24 282 

CumuC CuwC 
ative ative 

282 - 
282 - 

:als(1.000s 

282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 - 
282 ~ 

282 - 
282 - 
282 ~ 

282 . 
282 - 
282 . 
282 ~ 

282 ~ 

282 ~ 

282 - 
282 . 
282 ~ 

Totals 23 23 23 23 23 23 24 24 24 24 24 24 282 
Averageusage 
Median Usage 
Average# Curtomen 24 
Changein Number ofCustomers 1 



Usage 
From: 

1 
1.001 
2,001 
3.001 
4.001 
5,001 
6.001 
7.001 
6,001 
9.001 

10,001 
12.001 
14,001 
16.001 
16.001 
20.001 
25.001 
30,001 
35.001 
40.001 
45.001 
50,001 
60.001 
70.001 
60.001 
90.001 

Pima Utility Company - WastewaterOivision 
Test Year Ended 0pernber31.2010 

Customer Classification Connneraal3/4 Inch Meter 

Exhibit 
Schedule H-5 
Page 4 
Whess Bourassa 

Cumul- CumuC Monh Monh Month Month Monh Month Month Monlh Monh Month Monlh Mona 
Of Of of of of Total alive alive Usage of of Of of Of of Of 

3 3 3 3 3 3 3 3  3 36 
To: - Jan &r Q r  

36 
1.000 
2.000 
3.000 
4.000 
5.000 
6.000 
7.000 
6.000 
9 . W  

10,000 
12.000 
14,000 
16.000 
16.000 
20,000 
25.000 
30,000 
35,000 
40,WO 
45.000 
50.000 
60.W 
70.000 
60,000 
9o.m 

l o o . m  

36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 
36 

3 3 3 3 3 3 3 3 3 3 3 3 36 
AverageVsage 

Median Usage 
Average # Customers 
Changein Number of Customers 

3 



Usage 
From: 

1 
1,001 
2,001 
3.001 
4.001 
5.001 
6,001 
7.001 
8.001 
9.001 

10.001 
12.001 
14.001 
16,001 
18,001 
20.001 
25.001 
30,001 
35,001 
40.001 
45.001 
50,001 
60,001 
70,001 
80.001 
90.001 

Pima Utility Company ~ Wastewater Division 

Customer Classification 
TeslYearEnded December31.2010 

Commercial 1 Inch Meler 

Month Monlh Month Monlh Monlh 
Usage of 01 Of of Of 

To: & m m & L & y  
25 25 25 25 25 

1,000 
2.000 
3.000 
4.000 
5.000 
6,000 
7.000 
8.000 
9.000 

10,000 
12.0M) 
14.000 
16,000 
18.000 
20,000 
25,000 
30.000 
35.000 
40.000 
45.000 
50.000 
60,000 
70.000 
80.000 
90,000 

100.000 

Monlh Monlh 
01 Of 

- Jun Jul 
25 25 

Monlh Monlh 
Of Of  

& g &  
22 22 

Exhibit 
Schedule H-5 
Page 5 
Wilness Bourassa 

Monlh Month Monlh CUWC cumuc 
of of of Total alive ative 

& Year Billinp Gals l1.000Sl 
22 22 22 285 285 

285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
285 
205 

Tolals 25 25 25 25 25 25 25 22 22 22 22 22 285 , 

Average Usage 
Median Usage 
Average X Cuslomers 24 
Change in NumberofCuslomers (3) 



Usage 
Fmm: 

1 
1.001 
2.001 
3.001 
4.001 
5.001 
6,001 
7.001 
8,001 
9,001 

10.001 
12,001 
14.001 
16.001 
18,001 
20.001 
25.001 
30.001 
35.001 
40,001 
45,001 
50.001 
60,001 
70.001 
80.W1 
90,001 

Pima Utility Company ~ Wastewater Division 
Test Year Ended Oecember31.2010 

Customer Classification Commercial 1 5 Inch Meter 

Monlh Month Monlh Month Monlh 

Jan Feb Mar &?y To - 
Usage of O f  Of of of 

9 9 9 9 9 
1,000 
2,000 
3.000 
4.000 
5.000 
6.000 
7.000 
8.000 
9.000 

10.000 
12,000 
14.000 
16,000 
18,000 
20.000 
25,WO 
30,000 
35.000 
40.000 
45.000 
50.000 
60,000 
70.000 
80.000 
90.000 

100.000 

Exhibit 
Schedule H-5 
Page 6 
Witness Bourassa 

Monfh Month Monlh Month Monlh Monlh Monlh cumul- CUmUL 
of of of Total ative ative of Of Of Of 

~ u n  ~ u l  & r& Nov Oec Vear Billinq Gals ~l.OOOsl 
9 9 9 9 9 9  9 108 108 

108 

9 9  9 108 , 9  9 9 9 9 9 9 . 9 .  9 TOMS 
Averaae Usaae 

1 08 
108 
108 
108 
108 
108 
108 
1 08 
108 
108 
108 
108 
108 
108 
108 
1 08 
108 
108 
1 08 
1 08 
108 
108 
108 
1 08 
108 
108 

- -  
Median Usage 
Average X Cuslomen 9 
Change in Number of Cuslomers 



Usage 
Fmm. 

1 
1,001 
2.001 
3.001 
4.001 
5.001 
6.001 
7,001 
8,001 
9,001 

10.001 
12.001 
14.001 
16.001 
18.W1 
20,001 
25.001 
30.001 
35.001 
40.001 
45.001 
50.001 
60.001 
70.001 
80,001 
90.001 

Pima Utilily Company - Wastewater Division 
TerlYear Ended December 31.2010 

Customer Classrficatron CommerWl2 Inch Melet 

Month Month Month Month Monlh 
Usage of Of O f  O f  ot 

To: J a n @ M a r & L r k l g  
51 51 51 51 51 

1.000 
2,000 
3,000 
4.000 
5,000 
6.000 
7.000 
8,000 
9,000 

10.000 
12,000 
14.000 
16.000 
18,000 
20,000 
25.000 
30.000 
35.000 
40.000 
45.000 
50.000 
60.0W 
70.000 
80,000 
90.000 

1oo.ooo 

Month MonIh Month 
Of Of Of 

- Jun &! Agq 
51 52 52 

Exhibil 
Schedule H-5 
Page 7 
Wdness: Baurassa 

Monlh Month Month 
Of O f  Of 

- & l w  
52 52 52 

Month 
of Tolal 
& b r  

52 618 

Totals 51 51 51 51 51 S I  52 52 52 52-, 52 52 618 
k 

Median Usage 
Average # Curlomers 52 
Change in Number of Cuslomers 1 

cumuc cumuc 
awe abve 

Gals (1.WOs) 
618 
618 
618 
618 
618 
6t8 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 
618 



usage 
From: 

1.001 
2,001 
3,001 
4.001 
5,001 
6.001 
7.001 
8.001 
9,001 

10.001 
12.001 
14.001 
16,001 
ia.001 
20,001 
25.001 
30.001 
35,001 
40.001 
45,001 
M.001 
60.001 
70.001 
80,001 
90.001 

437.000 
451.000 

1.4a9.000 
682,000 
919.000 
997.m 

1.047.m 
1.367.000 
1,459.000 
2.109.000 
2.217.000 
2,236,000 
3.204.000 
5.36o.ooo 
5 958 931 

Pima Utility Company - Wastewater Division 
Test Year Ended December 31.2010 

Cuslomr Classification Effluent Sales 1 

Monlh Monlh Month Monlh 
Usage of of Of of 

To: Jan k b  Mar 4 r  

2.000 
3.000 
4.000 
5.000 
6.000 
7.000 
8,000 
9,000 

10.000 
12.000 
14.000 
16.000 
18.000 
20.000 
25,000 
30,000 
35.000 
40.000 
45.000 
50.000 
60.000 
70.000 
80.000 
90.000 

100:000 
437.000 
451.000 

1,489.000 
682.000 
919,000 
997.000 

1.047.000 
1.367.000 
1.459.000 
2.109.000 1 
2.217.000 
2.236.m 
3204,000 1 
5.360.0W 
5.958.931 

6:614:000 6.614.000 
15,777,000 15.777.000 
20.755.000 20.755.000 

Exhibit 
Schedule H-5 
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Month Month Monlh Monlh Monlh Month Month Monlh 
of Tobl 

t& Juri Jul & &I Ugx !& Wr 
Of Of of of of Of O f  

1 
1 

1 

1 
1 

1 
1 

1 
1 

1 

1 

1 
1 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

Totals 2 2 2 3 2 3 1 1 1 1 18 3 4.059.941 
Median Usage 1.784.000 
Average # Customers 2 

(2) Change in Number of Customers 

CumuC Cum* 
abve alive 

Gals fl.OOOs] 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
18 

437 
888 

2.377 
3.059 
3.978 
4,975 
6.022 
7.389 
8.848 

10.957 
13.174 
15.410 
18.614 
23.974 
29.933 
36.547 
52.324 
73.079 
73.079 



Usage 
Fmrn: 

1,001 
2,001 
3.001 
4.001 
5,001 
6.001 
7.001 
8.001 
9,001 

10,001 
12,001 
14.001 
16.001 
18.001 
20.001 
25.001 
30.001 
35,001 
40.001 
45.001 
50,001 
60.001 
70.001 
80,001 
90.w1 

1,800.000 
2.241.000 
2.818.000 
2,873.000 
3.003.0W 
3,767.000 
4,475,000 
6.029.361 
9.338.000 

10.531.oW 
13,735.oW 
13.933.000 

Pima Utility Company. Wastewater Division 
TeslYear Ended Decernber31.2010 

Cuslomer Classificabon Ehluent Sales 2 

Month Monlh Monlh Monlh 
Usage of Of Of of 

TO: ~ m tdg  Ber 

2,000 
3.000 
4.000 
5.000 
6.000 
7.000 
8.000 
9,000 

10.000 
12,000 
14.000 
16.000 
18,000 
20.000 
25.000 
3o.m 
35.000 
40.000 
4 5 . m  
50.000 
60.000 
70.000 
80,000 
90.000 

100.000 
1.800.000 
2.241.000 
2,818,000 
2.873.000 
3.003.000 
3.767.000 
4.475.000 
6.029.361 
9.338.000 

10.531.000 
13.755.000 
13.933.wO 

15;093.m 15,093,000 
19.552.000 19.552.000 
20.295.000 20.295.000 

Exhibil 
Schedule H-5 
Page 9 
Wlners. Bourassa 

Monlh Month Month Monlh MonR Month Month MonR 
Of of Of 01 O f  Of O f  Of 

t & . y & J & J & q g r n Q L l W ~  

1 

1 

1 
1 

1 
1 

1 

1 
1 

1 

1 
1 

1 

Total 
&g 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

cum!- cumuc 
alive ative 

Gals fl.OOOs1 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
15 

1,800 
4.041 
6.859 
9.732 

12.735 
16.502 
20.977 
27.006 
36,344 
46.875 
60.610 
74.543 
89,636 

109.188 
129.483 
129.483 

Tolals 2 2 2 2 2 3 2 15 

Median Usage 6.029.361 
Average It Customers 1 
C h a w  in NumberofCurtomers 2 

x 8.632.224 
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I. 

Q. 

A. 

Q. 

A. 

11. 

Q. 

A. 

Q. 
A. 

INTRODUCTION AND QUALIFICATIONS 

PLEASE STATE YOUR NAME AND ADDRESS. 

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, 

Phoenix, Arizona 85029. 

ARE YOU THE SAME THOMAS J. BOURASSA THAT CONCURRENTLY 

FILED DIRECT TESTIMONY ON RATE BASE, INCOME STATEMENT, 

REVENUE REQUIREMENT AND RATE DESIGN IN THIS DOCKET? 

Yes, and all of my background information and testimony regarding my 

qualifications are contained in that portion of my direct testimony. 

SUMMARY OF TESTIMONY AND THE PROPOSED COST OF CAPITAL 
FOR THE COMPANY 

WHAT IS THE PURPOSE OF THIS PORTION OF YOUR DIRECT 

TESTIMONY? 

This portion of my direct testimony focuses on cost of capital issues. I will testify 

in support of Pima Utility Company’s (“Pima” or the “Company”) proposed rate of 

return on its fair value rate base (“FVREV’). I am sponsoring the Company’s 

D Schedules, which are attached to this testimony. There are twenty schedules that 

support my testimony and one attachment. As noted above, I am also sponsoring 

direct testimony that addresses the Company’s rate base, income statement 

(revenue and operating expenses), required increase in revenue, and its rate design 

and proposed rates and charges for service. For convenience, that testimony and 

my related schedules are contained in separate volumes. 

PLEASE SUMMARIZE YOUR COST OF CAPITAL TESTIMONY. 

I have determined that the Company’s cost of equity falls in the range of 

9.7 percent to 11.7 percent with the midpoint of the range at 10.7 percent. I am 

recommending a return on equity (“ROE”) of 10.5 percent, which is 20 basis points 

1 



lower than the midrange, primarily due to the Company’s desire to help mitigate 

the impact of necessary rate increase. 

My recommendation is based on consideration of (i) cost of equity estimates 

using constant growth and multi-stage growth discounted cash flow (“DCF”) 

models and the capital asset pricing model (“CAPM”) for the sample group of 

publicly traded utilities, (ii) my review of the economic conditions expected to 

prevail during the period in which new rates will be in effect, (iii) my judgments 

about the risks associated with small utilities like Pima not captured by the market 

data for publicly-traded water utilities used in my study, (iv) the financial risk 

associated with the level of debt in Pima’s capital structure, and (v) additional 

specific business and operational risks faced by Pima. 

WHAT IS THE RECOMMENDED CAPITAL STRUCTURE FOR PIMA? 

The actual capital structure at the end of the test year (December 31, 2010) 

consisted 22.5 percent debt and 77.5 percent equity. However, the Company is 

recommending a proforma consolidated capital structure consisting of 3 1.1 percent 

debt and 68.9 percent equity. This is based upon issuance of an additional 

$4 million of long-term debt and post test year principle payments on existing debt 

of $1.755 million. The Company is filing a financing application to issue long- 

term debt totaling $4 million parallel with its rate application. 

WHAT IS THE RECOMMENDED COST OF DEBT FOR PIMA? 

The proforma cost of debt is 7.182 percent. This is based upon the weighted 

effective interest rates of Pima’s exiting IDA bonds and the new long-term debt as 

shown on Schedule D-2. The effective interest rate reflects the amortization of 

debt issuance costs and is computed using the effective interest method (or yield- 

to-maturity) method. ’ 

Q. 

A. 

Q. 

A. 

’ The effective-interest method recognizes interest expense as a constant percentage of the bond’s carrying 

i 2 
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Q* 
A. 

Q* 
A. 

Q* 
A. 

Q* 

A. 

WHAT IS THE INTEREST RATE ON THE IDA BONDS? 

7.25 percent. Including the impact of the amortization of the bond issuance costs, 

the effective interest rate is 7.696 percent. 

WHAT IS THE PROPOSED INTEREST RATE ON THE NEW DEBT? 

6.50 percent. Including the impact of the amortization of the bond issuance costs, 

the effective interest rate is 6.62 percent. 

WHAT IS THE WEIGHTED AVERAGE COST OF CAPITAL? 

The weighted cost of capital based upon a proforma capital structure consisting of 

3 1.1 percent debt and 68.9 percent equity, a debt cost of 7.183 percent, and a cost 

of equity of 10.5 percent is 9.47 percent as shown on Schedule D-1. 

PLEASE SUMMARIZE THE APPROACH YOU USED TO ESTIMATE 

THE COST OF EQUITY FOR THE COMPANY. 

The cost of equity for Pima cannot be estimated directly because the Company’s 

equity is not in the form of a publicly traded security and thus there is no market 

data for Pima. Consequently, I applied the DCF and CAPM models using data 

from a sample of water utilities selected from the Value Line Investment Survey. 

There are six water utilities in my sample: American States Water, Aqua America, 

California Water, Connecticut Water, Middlesex Water, and SJW Corp. As 

explained later in my testimony, these companies aren’t really comparable to Pima, 

but they are water utilities for which market data are available and because the 

Utilities Division Staff has relied on data for these water utilities in a number of 

recent water and sewer utility rate cases. 

To serve as a check on my cost of equity estimate, I prepared cost of equity 

estimates using two risk premium methods (build-up methods) that do not require a 

value, rather than as an equal dollar amount each year. 

3 
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111. 

Q. 
A. 

beta estimate. 

methods are commonly used for non-publicly traded companies. 

Since Pima is not publicly traded there is no beta. Build-up 

My DCF analyses indicate ROEs in the range of 9.2 percent to 9.8 percent 

with a midpoint of 9.5 percent. The CAPM analysis, again using the same sample 

group, indicates ROEs in the range of 10.0 percent to 12.4 percent are appropriate 

with a midpoint of 11.2 percent. Both the DCF and CAPM ranges are before 

consideration of company-specific risks. 

My ROE estimates after consideration of company-specific risks are in the 

range of 9.7 percent to 11.7 percent with a midpoint of 10.7 percent. Given Pima’s 

relatively small size compared to the larger publicly-traded utilities used in my 

sample, the regulatory methods and policies used in this jurisdiction, and other 

company-specific factors, it is my opinion that at the present time, a cost of equity 

of 10.7 percent is warranted. My cost of equity estimate using the build-up 

methods indicates a cost of equity for Pima in the range of 13.07 percent to 15.27 

percent. Thus, the 10.7 percent cost of equity estimate produced by the DCF and 

CAPM is extremely conservative by comparison. 

However, my recommendation of a 10.5 percent ROE balances my 

judgment about the degree of financial and business risk associated with an 

investment in Pima, as well as consideration of the current economic environment 

and the Company’s desire to help reduce the impact on ratepayers. A summary of 

my cost of equity analysis result is shown on Schedule D-4.1. 

OVERVIEW OF THE RELATIONSHIP BETWEEN RISK AND THE 
EXPECTED RETURN ON AN INVESTMENT 

HOW IS THE COST OF EQUITY TYPICALLY ANALYZED? 

The cost of equity is the rate of return that equity investors expect to receive on 

their investment. Investors can choose to invest in many types of assets, not simply 

4 
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20% 

15% 

10% 

5% 

Q. 

A. 

- 

- 

- 

- 

publicly traded stock. Each investment will have varying degrees of risk, r nging 

from relatively low risk assets such as Treasury securities to somewhat higher risk 

corporate bonds to even higher risk common stocks. As the level of risk increases, 

investors require higher returns on their investment. Finance models that are used 

to estimate the cost of equity often rely on this basic concept. 

CAN YOU ILLUSTRATE THE CAPITAL MARKET RISK-RETURN 

CONCEPT? 

Yes. The following graph depicts the risk-return relationship that has become 

widely known as the Capital Market Line (“CML”). The CML illustrates in a 

general way the risk-return relationship. 

The Capital Market Line (CML) 

Expected Rate of Return 

Speculative 
I-.  .--&---A- I I I IveslI I iel 117 1 

Non-investment 
Grade Bonds 

I 

Higher Risk 
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Q. 

A. 

The CML can be viewed as a continuum of the available investment opportunities 

for investors. Investment risk increases move upward and to the right along the 

CML. Again, the return required by investors increases with the risk. 

HOW DOES THE RISK-RETURN TRADE OFF CONCEPT WORK IN 

THE CAPITAL MARKET? 

As indicated by the CML, the allocation of capital in a free market economy is 

based upon the relative risk of, and expected return from, an investment. In 

general, investors rank investment opportunities in the order of their relative risks. 

Investment alternatives in which the expected return is commensurate with the 

perceived risk become viable investment options. If all other factors remain equal, 

the greater the risk, the higher the rate of return investors will require to 

compensate them for the possibility of loss of either the principal amount invested 

or the expected annual income from such investment. 

Short-term Treasury bills provide a high degree of certainty and in nominal 

terms (after considering inflation) are considered virtually risk free. Long-term 

bonds and preferred stocks, having priority claims to assets and fixed income 

payments, are relatively low risk, but are not risk free. The market values of long- 

term bonds often fluctuate when government policies or other factors cause interest 

rates to change. Common stocks are higher and to the right on the CML continuum 

because they are exposed to more risk. Common stock risk includes the nature of 

the underlying business and financial strength of the issuing corporation as we11 as 

market-wide factors, such as general changes in capital costs. 

The capital markets reflect investor expectations and requirements each day 

through market prices. Prices for stocks and bonds change to reflect investor 

expectations and the relative attractiveness of one investment versus another. 

While the example provided above seems straightforward, returns on common 
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Q. 

A. 

Q- 
A. 

stocks are not directly observable in advance, in contrast to debt or preferred stocks 

with fixed payment terms. This means that these returns must be estimated from 

market data. Estimating the cost of equity capital is a matter of informed judgment 

about the relative risk of the company in question and the expected rate of return 

characteristics of other alternative investments. 

HOW IS THE COST OF EQUITY FOR A PARTICULAR UTILITY 

DETERMINED? 

The estimation of a utility’s cost of equity is complex. It requires an analysis of the 

factors influencing the cost of various types of capital, such as interest on long- 

term debt, dividends on preferred stock, and earnings on common equity. The data 

for such an analysis comes from highly competitive capital markets, where the firm 

raises funds by issuing common stock, selling bonds, and by borrowing (both long- 

and short-term) from banks and other financial institutions. In the capital markets, 

the cost of capital, whether the capital is in the form of debt or equity, is 

determined by two important factors: 

1) The pure or real rate of interest, often called the risk-free rate of interest; 

and, 

The uncertainty or risk premium (the compensation the investor requires 

over and above the real or pure rate of interest for subjecting his capital to 

additional risk). 

2) 

PLEASE DISCUSS THESE FACTORS IN GREATER DETAIL. 

The pure rate of interest essentially reflects both the time preference for and the 

productivity of capital. From the standpoint of the individual, it is the rate of 

interest required to induce the individual to forgo present consumption and offer 

the hnds  thus saved to others for a specified length of time. Moreover, the pure 

rate of interest concept is based on the assumption that no uncertainty affects the 
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Q* 

A. 

Q. 

A. 

investment undertaken by the individual, Le., there is no doubt that the periodic 

interest payments will be made and the principal returned at the end of the time 

period. In reality, investments without any risk do not exist. Every commitment of 

funds involves some degree of uncertainty. 

Turning to the second factor affecting the cost of capital, it is generally 

accepted that the higher the degree of uncertainty, the higher the cost of capital. 

Investors are regarded as risk adverse and require that the rate of return increase as 

the risk(s) (uncertainty) associated with an investment increase(s). 

CAN YOU PROVIDE SOME PERSPECTIVE ON YOUR PREVIOUS 

DISCUSSION WITH RESPECT TO RETURNS ON COMMON STOCKS? 

Yes. Conceptually, 

[I] Required Return for Return on a 
Common Stocks = risk-free asset + Risk Premium 

where the risk premium investors require for common stocks will be higher than 

the risk premium they require for investment grade bonds. This relationship is 

depicted in the graph of the CML above. As I will discuss later in this testimony, 

this concept is the basis of risk premium methods, such as the CAPM, that are used 

to estimate the cost of equity. 

WHAT HAS BEEN THE RECENT EXPERIENCE IN THE U.S. CAPITAL 

MARKETS? 

In the past 10 years, inflation and capital market costs have generally declined. 

Interest rates have been lower than in previous decades. Past inflation, as 

measured by the Consumer Price Index, has been at relatively low levels in the past 

10 years. 
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The roughly six year span of economic expansion after the 2001 recession 

began to wane in 2007. Year-over-year Gross Domestic Product (“GDP”) growth’ 

for 2004, 2005, and 2006 was 3.6 percent, 2.9 percent, and 2.8 percent, 

respectively. GDP growth was, in part, spurred on by low interest rates during this 

period. The Federal Reserve, having lowered the target Federal Funds rate to 1.0 

percent by the end of 2003, began raising interest rates in 2004 to help keep the 

economy from overheating and to help keep inflation in check. By mid-2006, the 

target Federal Funds rate had been raised to 5.25 percent. 

The economic expansion was broad, taking in the major consumer and 

industrial sectors for much of its span. However, the economic expansion also 

brought excesses, particularly in the areas of housing, lending practices, and the 

financial markets. 

Economic growth slowed in 2007. For 2007, the year-over-year GDP 

growth had dropped to 2.0 percent with the last quarter of 2007 at a negative 0.2 

percent. The slow economic growth, combined with the excesses during the 

economic expansion of the previous six years, created turmoil in the credit. 

financial, and housing markets. This turmoil had a significant drag on the 

economy. Federal Reserve Chairman Ben Bernanke noted in Congressional 

testimony in late 2008 that financial markets were under considerable stress and 

that broader retrenchment in the willingness of investors to bear risk, troubles in 

the credit markets and a weaker outlook of economic growth have each added tc 

the stresses on economic growth. 

In order to address the weakening economy, the Federal Reserve, starting in 

September 2007, has undertaken a series of Federal Funds rate cut actions (500 tc 

* GDP percentage change based on current dollars (1 930-20 10). 
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525 total basis points). The reductions in interest rates by the Federal Open Market 

Committee ("FMOC") were taken in order to promote economic growth and to 

mitigate risks to economic activity. The target Federal Funds rate currently stands 

at zero to .25 percent. 

The recession, which some argue began in late 2007 continued through 2008 

and for most of 2009. The year-over-year GDP growth for 2008 was -0.3 percent. 

The year-over-year GDP growth for 2009 was -3.5 percent. However during the 

last quarter of 2009 the economy grew 3.8 percent. Many economists believe the 

recession ended in the third quarter of 2009, however, the recovery has been slow 

and tepid due to continued high unemployment and a lingering slump in housing 

and construction as well as and continued weakness in business and consumer 

spending. 

GDP growth for 2010 was a modest 3.0 percent. However, the economy 

began to wane in the third and fourth quarters of 2010. In the first and second 

quarter of 201 1, the business expansion stumbled. GDP growth for the first and 

second quarter of 20 1 1 was 0.4 percent and 1.3 percent, respectively. Economists 

note that unusually severe weather and the earthquake in Japan that disrupted 

supply chains contributed to the falloff in business expansion in the first half of 

201 1. The recent budget and debt ceiling battles and the downgrade in U.S. debt 

have also contributed heavily to low consumer sentiment and consumer spending 

which will likely have a drag on the economy for several quarters. Economists 

foresee a modest GDP growth of 3.0 percent for the second half of 201 1 rising 

slightly in 2012. 
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WHAT ABOUT INTEREST RATES AND THE STATUS OF THE STOCK 

MARKET? 

After the significant drop on the U.S. stock markets in 2008 and the surge in 2009, 

the stock market now seems stuck in a range bounded by those optimistic investors 

on one side pointing to low interest rates, modest valuations, and surging earnings, 

and those concerned investors pointing to continued global uncertainty, slowing 

GDP growth. So, there remains uncertainty over the potential for fbture economic 

growth. This was clearly seen in the roughly 15 percent market drop seen in the 

weeks just before this filing was made. 

With respect to interest rates, the Federal Reserve lowered the Federal 

Funds target rate to near zero during the depths of the 2007 to 2009 recession 

where it continues to stand at zero to .25 percent. While the move to lower interest 

rates may have been necessary at the time, the Federal Reserve is left with little 

latitude to affect new monetary moves going forward. The Federal Reserve 

recently announced (August 9, 201 1) that it intended to keep interest rates low well 

into 2013 due, in part, to the expected economic conditions going forward. This 

news was met with mixed reactions from investors. On the one hand, investors and 

businesses received some level of certainty regarding interest rates over the nexl 

few years. On the other hand, the need to keep interest rates low reflects that the 

Federal Reserve does not expect economic conditions to improve much over the 

same period. 

In short, the current capital markets continue to reflect the uncertainty and 

low confidence of investors in the financial markets and in the future prospects ol 

economic growth over the next several years. Naturally, despite relatively 10% 

U.S. Treasury yields over the past several years, the premiums required foi 
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investors to hold and buy private securities remains high due to this ongoing 

uncertainty. 

IS THERE A RELATIONSHIP BETWEEN THE COST OF EQUITY AND 

INTEREST RATES? 

Yes. All things being equal, the cost of equity moves in the same direction as 

interest rates. Lower interest rates on U.S. Treasuries (“risk-free” rate) imply 

lower equity returns and visa versa. However, as indicated by Equation [ l ]  above, 

the risk premium required to compensate investors also impacts the cost of equity. 

Higher risk premiums required by investors imply higher equity costs and vice 

versa. Risk premiums are impacted by uncertainty not only future interest rates, 

but business and economic conditions, expected inflation (or deflation), and other 

risk factors including business risk, regulatory risk, financial risk, construction risk, 

and liquidity risk. 

IS PIMA AFFECTED BY THESE SAME MARKET UNCERTAINTIES 

AND CONCERNS? 

Yes, in general, all investors are impacted by economic uncertainty including the 

Company’s investors. Capital costs have risen significantly over the past few years 

because of this uncertainty. And, smaller utilities like Pima generally feel the 

impact worse because of their size, with a small customer base and a related 

limited or inability to attract capital. 

WHAT RECENT DEVELOPMENTS IN THE WATER UTILITY 

INDUSTRY ARE AFFECTING INVESTMENTS? 

On the whole, the water and wastewater utility industry is expected to continue to 

confront increasing need for infrastructure upgrades and replacement, as well as 

possible additional demand. VuZue Line Investment Survey continues to stress that 

many utilities have facilities that are decades old and in need of significant 
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maintenance and, in some cases, massive renovation and replacement. As 

infrastructure costs continue to climb, many smaller companies are at a serious 

disadvantage. Without sufficient resources to fund improvements to meet new and 

more stringent requirements, many smaller companies are being forced to sell to 

larger utilities, which have greater operational flexibility and resources, as well as 

access to capital. However, Value Line notes that most of the companies in this 

sector are starved for cash and balance sheets are debt-laden. This will require 

outside financing largely from more debt and higher associated interest expense, 

which will thwart share-earnings and shareholder gains. Some companies may 

have to rethink current payout ratios if the costs of doing business cannot be 

curbed. 

PLEASE DISCUSS IN MORE DETAIL THE IMPACT OF RISK ON 

CAPITAL COSTS. 

With reference to specific utilities, risk is often discussed as consisting of twc 

separate types of risk: business risk and financial risk. 

Business risk, the basic risksassociated with any business undertaking, is the 

uncertainty associated with the enterprise’s day-to-day operations. In essence, it is 

a fbnction of the normal day-to-day business environment, both locally anc 

nationally. Business risks include the condition of the economy and capita) 

markets, the state of labor markets, regional stability, government regulation 

technological obsolescence, and other similar factors that may impact demand foi 

the business product and its cost of production. For utilities, business risk alsc 

includes the volatility of revenues due to abnormal weather conditions, degree 01 

operational leverage, regulation, and regulatory climate. Regulation, for example 

can compound the business risk if it is unpredictable in reacting to cost increase: 

both in terms of the time lag and magnitude for recovery of such increases 
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Regulatory lag makes it difficult to earn a reasonable return, particularly in an 

inflationary environment and/or when there is significant lag between the timing of 

investment in capital projects and its recognition in rates. Put simply, the greater 

the degree of uncertainty regarding the various factors affecting a company’s 

business, the greater the risk of an investment in that company and the greater the 

compensation required by the investor. 

Financial risk, on the other hand, concerns the distribution of business risk 

to the various capital investors in the utility. As I discussed earlier, permanent 

capital is normally divided into three categories: long-term debt, preferred stock, 

and common equity. Because common equity owners have only a residual claim 

on earnings after debt and preferred stockholders are paid, financial risk tends to be 

concentrated in that element of the firm’s capital. Thus, a decision by management 

to raise additional capital by issuing additional debt concentrates even more of the 

financial risk of the utility in the common equity owners. 

An important component of financial risk is construction risk. Construction 

risk refers to the magnitude of a company’s capital budget. If a company has a 

‘ large construction budget relative to internally generated cash flows, it will require 

external financing. It is important that companies have access to capital funds on 

reasonable terms and conditions. Utilities aremsre+usceptible to construction risk 

for two reasons. First, utilities generally have high capital requirements to build 

plant to serve customers. Second, utilities have a mandated obligation to serve 

leaving less flexibility both in the timing and discretion of scheduling capital 

projects. This is compounded by the limited ability to wait for more favorable 

market conditions to raise the capital necessary to fund the capital projects. 

Although often discussed separately, the two types of risks (business and 

financial) are interrelated. Specifically, a common equity investor may seek tc 
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offset exposure to high financial risk by investing in a firm perceived to have a low 

degree of business risk. In other words, the total risk to an investor would be high 

if the enterprise was characterized as a high business risk with a large portion of its 

permanent capital financed with senior debt. To attract capital under these 

circumstances, the firm would have to offer higher rates of return to its common 

equity investors. 

THE MEANING OF “JUST AND REASONABLE” RATE OF RETURN 

HAVE THE COURTS SET FORTH ANY CRITERIA THAT GOVERN THE 

RATE OF RETURN THAT A UTILITY’S RATES SHOULD PRODUCE? 

Yes. In 1923, the U.S. Supreme Court set forth the following criteria foi 

determining whether a rate of return is reasonable in Bluefield Water Works ana 

Improvement Cn. v. Public Service Commission of West Virginia, 262 U.S. 679: 

692-93 (1923): 

A public utility is entitled to such rates as will permit it to 
earn a return on the value of the pro erty which it em loys 
for the convenience of the public equa P to that generally 1 eing 
made at the same time and in the same general part of the 
country on investments on other business undertakings which 
are attended by corresponding risks and uncertainties . . . . The 
return should be reasonably sufficient to assure confidence in 
the financial soundness of the utility and should be adequate, 
under efficient and economical management, to maintain and 
support its credit and enable it to raise money necessary for 
the proper discharge of its public duties. A rate of return may 
be reasonable at one time and become too high or too low by 
changes affecting opportunities for investment, the money 
market, and business conditions generally. 

In summary, under BlueJield Water Works: 

(1) The rate of return should be similar to the return in businesses with 

similar or comparable risks; 

The return should be sufficient to ensure the confidence in the 

financial integrity of the utility; and 

(2) 
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(3) The return should be sufficient to maintain and support the utility’s 

credit. 

HOW HAVE THESE CRITERIA BEEN APPLIED IN REGULATORY 

PROCEEDINGS? 

Yes, but the application of the “reasonableness” criteria laid down by the Supreme 

Court has resulted in controversy. The typical method of computing the overall 

cost of capital is quite straightforward: it is the composite, weighted cost of the 

various classes of capital (debt, preferred stock, and common equity) used by the 

utility. The weighting is done by calculating the proportion that each class of 

capital bears to total capital. However, there is no consensus regarding the best 

method of estimating the cost of equity capital. The increasing regulatory 

emphasis on objectivity in determining the rate of return has resulted in a 

proliferation of market-based finance models that are used in .equity return 

determination. As will be discussed more fully below, however, none of these 

models are universally accepted as the “correct” means of estimating the ROE. 

THE ESTIMATED COST OF EOUITY FOR PIMA 

A. The Publicly Traded Utilities That Comprise the Sample Group Used to 
Estimate the Company’s Cost of Equity. 

PLEASE DESCRIBE THE APPROACH YOU FOLLOWED IN YOUR 

COST OF CAPITAL ANALYSIS FOR PIMA. 

Again, estimating the cost of equity is a matter of informed judgment. The 

development of an appropriate rate of return for a regulated enterprise involves a 

determination of the level of risk associated with that enterprise and the 

determination of an appropriate return for that risk level. Practitioners employ 
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various techniques that provide a link to actual capital market data and assist in 

defining the various relationships that underlie the equity cost estimation process. 

Since Pima is not publicly traded, the information required to directly 

estimate its cost of equity is not available. Accordingly, as previously noted, I used 

a sample group of water utilities as a starting point to develop an appropriate cost 

of equity for Pima. There are six water utilities included in the sample group: 

American States Water, Aqua America, California Water, Connecticut Water, 

Middlesex Water, and SJW Corp. All these companies are followed by the Value 

Line Investment Survey. 

ARE THE WATER UTILITIES IN YOUR SAMPLE DIRECTLY 

COMPARABLE TO PIMA? 

No, but they are utilities for which market data is available. All of them are 

regulated, they primarily provide water service, although some provide both water 

and wastewater services, and their primary source of revenues is from regulated 

services. Therefore, they provide a useful starting, point for developing a cost of 

equity for the Company. 

publicly traded. Additionally, there is no market data available for smaller utilities, 

like Pima, that can be used to directly develop cost of equity estimates. 

BRIEFLY, WHY IS A PROXY SAMPLE GROUP NECESSARY IN A COST 

OF CAPITAL ANALYSIS AND HOW IS IT SELECTED? 

The comparable earnings standard set forth in the Bluefield Water Works decision, 

and in Hope Federal Power Commission v. Hope Natural Gas Co., 320 U.S. 591 

(1944), require the rate of return afforded to utilities be similar to the return in 

businesses with similar or comparable risks. A proxy group of companies with 

comparable risk is therefore the starting point in a cost of capital analysis. 

I emphasized “starting point” because Pima is 
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There are two broad approaches to choosing a proxy group.3 Th first 

approach consists of selecting pure-play companies that are directly comparable in 

risk to the subject utility. The companies are chosen using strict criteria with an 

attempt to identify companies with the same investment risk as the subject utility. 

There are several qualitative measures that influence investors’ assessment of risk 

that can be used to screen companies. These include SIC classification, bond 

ratings, beta risk, business risk scores, size, percentage of revenues from regulated 

operations, common equity ratio, geographical location,  et^.^ 
The second approach is to select as large a group of utilities as possible that 

is representative of the utility industry average and make adjustments for any 

difference between the subject utility and the industry average. Whether one 

employs the direct approach or the indirect approach, the selection of companies 

for a proxy group always raises the question of whether it is possible to select a 

group that are of comparable risk. Further, there is always the question of 

identifying any differences in investment risk. The electric, natural gas, and water 

utility industries have witnessed numerous takeovers, restructuring, corporate 

reorganizations, unbundling, and increased competition over the last decade or so. 

all of which has made selections of proxy groups more diff ic~l t .~  

The Company’s approach utilizes an indirect method. The water companies 

selected derive the vast majority of their revenues from regulated operations. As 

shown in Schedule D-4.2, the six water utilities on average derive over 90 percent 

of the revenues from regulated activities. These companies were also chosen 

because they are publicly traded, are not in financial distress, and there is a 

Roger A. Morin. New Regulatory Finance (2006) at 400. 
Id. 
Id. 

3 
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sufficiently long financial and market history from which to perform an analysis. 

American Water Works (AWK), for example, was not selected though it is publicly 

traded and derives 89 percent of its revenues from regulated activities. This is 

because AWK only became a publicly traded entity in 2006 so arguably there is 

insufficient financial and market history at this time in order to perform a robust 

and meaningful analysis. Pennichuck Corporation (PNNW), which was not used, 

is another example of a company that is not a good proxy company candidate. 

PNNW has been in merger negotiations with the City of Nashua and its stock price 

is heavily influenced by the pending merger. 

The bottom line is that the water utility companies in my proxy group are 

considered representative of the average of the industry, and, as I have stated 

throughout my testimony, must be adjusted for differences in investment risk. 

DOES THE MARKET DATA PROVIDED BY THE WATER UTILITY 

SAMPLE CAPTURE ALL OF THE MARKET RISKS THAT PIMA MIGHT 

FACE IF IT WERE PUBLICLY TRADED? 

In my opinion, no. As I stated, there is no comparable market data for utility 

companies the size of Pima. The average revenue of the water utility sample 

companies is over 66 times that of Pima, and the average net plant of the water 

utility sample companies is over 54 times that of Pima. Even the smallest company 

in the sample group, Connecticut Water, has nearly sixteen times the net plant of 

Pima, and nearly fourteen times the revenues. 

Putting aside the size aspect, an investment in Pima is not a liquid 

investment. If an investor invests in any of the publicly traded utilities is not happy 

with the returns, he/she may sell hisher stock within minutes while liquidating an 

investment in Pima could take years. This is liquidity risk. Liquidity risk is a 

significant risk to an investment in non-publicly traded companies like Pima. 
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PLEASE PRO ?DE A GENERAL DESCRIPTION OF THE WATER 

UTILITIES IN YOUR SAMPLE. 

Schedule D-4.2 lists the current operating revenues and net plant for the six water 

utilities as reported by AUS Utility Reports (formerly C.A. Turner Utility Reports) 

and Pima, respectively. The six sample companies may be generally described as 

follows: 

(1) American States Water (AWR) primarily serves the California 

market through Golden State Water Company, which provides water 

services to over 256,000 customers within 75 communities in ten 

counties in the State of California, primarily in Los Angeles, San 

.Bernardino, and Orange counties. It has one subsidiary serving the 

Arizona market with approximately 13,000 customers in Fountain 

Hills and Scottsdale. AWR also owns an electric utility senlice 

provider with over 23,000 customers, but approximately 73 percent 

of its revenues were derived from commercial and residential water 

customers. Revenues for AWR were nearly $398 million in 2010 

and net plant was nearly $855 million at the end of 2010. 

Aqua America (WTR) owns regulated utilities in Pennsylvania, 

Ohio, North Carolina, Illinois, Texas, New Jersey, Florida, Indiana. 

Virginia, Maine, Missouri, New York, and Georgia, serving nearly 

963,000 customers at the end of 2010. WTR’s utility base is 

diversified among residential water, commercial water, fire 

protection, industrial water, other water, and wastewater customers. 

Total revenues for WTR were over $726 million in 2010 and.nei 

plant was nearly $3.5 billion at the end of 2010. 

(2) 
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California Water Service Group (CWT) owns subsidiaries in 

California, New Mexico, Washington, and Hawaii serving nearly 

498,000 customers. Revenues for CWT were over $460 million in 

20 10 and net plant nearly $1.2 billion at the end of 20 10. 

Connecticut Water Services (CTWS) owns subsidiaries in 

Connecticut and Massachusetts serving over 89,000 customers. 

Revenues for CTWS were nearly $73 million in 2010 and net plant 

over $344 million at the end of 20 10. 

Middlesex Water (MSEX) owns subsidiaries in New Jersey, 

Delaware and Pennsylvania serving over 100,000 customers and 

provides water service under contract to municipalities in central 

New Jersey serving a population of over 303,000. Revenues for 

MSEX were over $102 million in 2010 and net plant was nearly 

$399 million at the end of 2010. 

SJW Cow. (SJW) owns San Jose Water, which provides water 

service in a 138 square mile area in San Jose, California, and 

surrounding communities serving nearly 23 5,000 customers. 

Revenues for SJW were nearly $216 million in 2010 and net plant 

was nearly $7 15 million at the end of 20 10. 

HOW DOES PIMA COMPARE TO THE SAMPLE WATER UTILITIES? 

It is much smaller. At the end of the test year, the Company had approximately 

10,000 water and wastewater customers. Its revenues totaled approximately 

$5 million, and net plant-in-service was approximately $2 1.9 million. Pima is 

located in Maricopa County, Arizona, and has a relatively small service territory 

compared to the sample water companies. 
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ARE THERE ANY OTHER CHARACTERISTICS THAT DISTINGUISH 

THE COMPANY FROM THE SAMPLE WATER UTILITIES? 

Yes. Pima has less debt in its capital structure than the sample water utilities. At 

the end of the test year, Pima had approximately 22.5 percent debt and 77.5 percent 

equity in its capital structure. However, Pima is requesting approval of long-term 

debt of $4 million, which will increase the level of debt in the capital structure to 

approximately 3 1.1 percent and reduce the level of equity to 68.9 percent. The 

sample publicly traded water utilities current level of debt is about 50 percent on 

average; implying a lower level of financial risk for Pima. 

ARE THERE OTHER CHARACTERISTICS OF SMALLER UTILITIES, 

LIKE PIMA, WHICH INCREASE RISK? 

Yes. Because smaller utilities, like Pima, are not publicly traded they have less 

financial flexibility which in turn increases risk. The Company does not have 

access to the public equity markets and this lack of financial flexibility increases 

risk because it has no choice but to rely on retained earnings, short-term debt, 

privately-placed debt and, to a limited extent, WIFA loans, in order to provide 

capital for plant improvements and additions necessary to ensure safe and reliable 

water service to its customers. Further, the Company does not have a market to 

issue common stock to the public to raise capital. 

Water and sewer utilities are capital intensive and typically have to have 

large construction budgets. Since the last rate cases, the Company has added over 

$19 million of new plant. As I have previously discussed in this testimony, firms 

with large capital budgets face construction risk (a form of financial risk). The size 

of a utility’s capital budget relative to the size of the utility itself often increases 

construction risk. Larger utilities may be able to fund large capital budgets from 

earnings and short-term borrowings. For smaller utilities, like Pima, the ability ta 
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fund relatively large capital budgets from earnings and short-term debt is difficult 

and requires that additional capital be raised. However, the ability to raise 

additional capital is in and of itself challenging and compounded by a limited 

ability to access capital, an obligation to serve, and a limited ability wait for more 

favorable market conditions to raise the capital to f h d  necessary capital projects. 

WHAT OTHER RISK FACTORS DISTINGUISH PIMA FROM THE 

LARGER SAMPLE WATER UTILITIES? 

There are a number of state specific factors that increase the risk to Arizona water 

(and wastewater) utilities. 

First, the regulatory environment in which the Company operates is much 

different than that of the sample water utilities. Arizona water and wastewater 

utilities face legal constraints that limit their ability to obtain rate relief outside of a 

general rate case in which the “fair value” of the utility’s property is determined 

and used to set rates. By policy, the Commission also limits the ability of Arizona 

utilities to utilize automatic adjustment mechanisms, advice letter filings and other 

streamlined procedures to obtain recovery of costs outside a general rate case, in 

contrast to many other jurisdictions. 

Second, the Commission requires the use of an historic test year with 

limitations on the amount of out-of-period adjustments. This process creates 

another state-specific factor that increases risk and thus the required ROES for 

utilities in Arizona. In fact, three out of the six sample water companies operate 

primarily in California - AWR, CWT and SJW. California uses fbture test years to 

help better match plant investment and revenues and expenses going forward - the 

period in which rates will be in effect. California also allows the use of balancing 

accounts on major operating expenses like purchased power and purchased water, 

which help utilities to timely recover expenses that are beyond their control. 
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California also allows the use of water revenue adjustment mechanisms 

(“WRAM”) to address under collection of revenues due to water conservation. 

A fourth utility in the sample group, WTR, has regulatory mechanisms 

available to it to help lessen risk. In six states in which WTR operates water 

utilities, and two states in which WTR operates wastewater utilities, regulatory 

bodies permit it to add a surcharge to water or wastewater bills to offset the 

additional depreciation and capital costs associated with certain capital 

expenditures related to replacing and rehabilitating infrastructure systems. WTR 

also operates in jurisdictions in which it may bill utility customers in accordance 

with a rate filing that is pending before the respective regulatory commission, as 

well as jurisdictions that authorize the use of expense deferrals and amortization in 

order to provide for recognition in its operating income of an amount that 

approximates the requested amount in a rate request. In addition, certain states in 

which WTR operates use a surcharge or credit on bills to reflect changes in certain 

costs, such as changes in state tax rates: other taxes and purchased water, until such 

time as the costs are incorporated into base rates. 

SO PIMA REALLY ISN’T COMPARABLE TO THE SAMPLE WATER 

UTILITIES. 

It really isn’t, for the reasons I have stated. Besides the obvious difference in size 

as wells as difference is regulatory environments, constraints on the rate making 

process in Arizona make it difficult to obtain approval of rates that allow Arizona 

water and wastewater utilities to recover the costs of service they will actually 

incur during the period when new rates are put in place, which can be a few years 

beyond the test year. In the interim, actual operating costs continue to increase. 

Risks are thus higher for Pima and the required return on equity should be above 

the level required by water and wastewater utilities that operate in states that do not 
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have such limitations, whether imposed by law or by agency policy, on the rate- 

setting system. Unfortunately, as I have testified, the approaches commonly used 

to estimate a utility’s cost of equity require market data, which is not available for 

smaller companies and utilities operating exclusively in Arizona, like Pima. As a 

result, much larger, public companies must be used as proxies. 

But the emphasis on proxy is very important. The criteria established by the 

Supreme Court in decisions such as Bluefield Water Work require the use of 

comparable companies, Le., companies that would be viewed by investors as 

having similar risks. A rational investor would not regard Pima as having the same 

level of risk as WTR or even CTWS - even with Pima’s lower financial risk - 
because of the previously mentioned regulatory constraints in Arizona. 

Consequently, the results produced by the DCF and CAPM methodologies, 

utilizing data for the sample utilities, often understate the appropriate return on 

equity for a regulated water and wastewater utility provider such as Pima. 

YOU PREVIOUSLY DISCUSSED FINANCIAL RISK, WHICH IS 

RELATED TO A FIRM’S CAPITAL STRUCTURE. HOW DO THE 

CAPITAL STRUCTURES OF THE SAMPLE WATER UTILITIES 

COMPARE TO PIMA? 

Schedule D-4.3 shows that the proforma capital structure of Pima for this rate case 

contains 68.9 percent equity and 3 1.1 percent debt, compared to the average of the 

water utility sample of 50.0 percent debt and 50.0 percent equity. 

IS THERE A RELATIONSHIP BETWEEN A UTILITY’S CAPITAL 

STRUCTURE AND ITS COST OF CAPITAL? 

Yes. Generally speaking, when a firm engages in debt financing, it exposes itself 

to greater risk. Once debt becomes significant relative to the total capital structure, 

the risk increases in a geometric fashion compared to the linear percentage increase 
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in the debt ratio itself. This risk is illustrated by considering the effect of leverage 

on net earnings. For example, as leverage increases, the equity ratio falls. This 

creates two adverse effects. First, equity earnings decline rapidly and may even 

disappear. Second, the “cushion” of equity protection for debt falls. A decline in 

the protection afforded debt holders, or the possibility of a serious decline in debt 

protection, will act to increase the cost of debt financing. Therefore, one may 

conclude that each new financing, whether through debt or equity, impacts the 

marginal cost o f  future financing by any alternative method. For a firm already 

perceived as being over-leveraged, this additional borrowing would cause the 

marginal cost of both equity and debt to increase. On the other hand, if the same 

firm instead successfully employed equity funding, this could actually reduce the 

real marginal cost of additional borrowing, even if the particular equity issuance 

occurred at a higher unit cost than an equivalent amount of debt. 

Having less debt in its capital structure implies that Pima has less financial 

risk than the sample water utilities. However, smaller utilities cannot support the 

same level of debt as larger utilities and smaller utilities face higher business and 

operational risk, as compared to larger utilities, which magnifji the financial risk of 

higher debt levels in their capital structures. The approximately 3 1.1 percent debt 

in the Company’s capital structure is reasonable given its size. 

B. 

PLEASE EXPLAIN THE GENERAL APPROACHES TO ESTIMATING 

THE COST OF CAPITAL. 

These two broad approaches: 

Overview of the DCF and CAPM Methodologies 

1) identify comparable-risk sample companies and estimate the cost 01 

capital directly, or, 
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2) find the location of the CML and estimate the relative risk of the 

company, which jointly determines the cost of capital. 

The DCF model is an example of a method falling into the first general 

approach. It is a direct method, but uses only a subset of the total capital market 

evidence. The DCF model rests on the premise that the fundamental value of an 

asset (stock) is its ability to generate future cash flows to the owner of that asset 

(stock). I will explain the DCF model in detail in a moment but, for now, the DCF 

is simply the sum of a stock’s expected dividend yield and the expected long-term 

growth rate. Dividend yields are readily available, but long-term growth estimates 

are not. 

The CAPM is an example of a method falling into the second general 

approach. It uses information on all securities rather than a small subset. I will 

explain the CAPM in more detail later. For now, the CAPM is a risk-return 

relationship, often depicted graphically as the CML. The CAPM is the sum of a 

risk-free return and a risk premium. 

The Build-up Risk Premium method (“Build-up Method”) is another 

example of a method falling into the second general approach. I will explain the 

Build-up Method in more detail later. For now, the Build-up method, like the 

CAPM, is a risk-return relationship. The Build-up Method is the sum of a risk-free 

return and a risk premium. However, rather than a single risk premium as is uFed 

in the CAPM, the risk premium in the Build-up Method 3s made up of one or more 

risk premia. Each risk premium represents the reward an investor receives for 

taking on a specific risk. 

Each of these three methods has its own way of measuring investor 

expectations. In the final analysis, ROE estimates are subjective and should be 

based on sound, informed judgment rationally articulated and supported by 
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competent evidence. I have applied several versions of the DCF, and two versions 

of the CAPM to “bracket” the fair cost of equity capital for Pima, but without 

taking into account the additional risks that Pima possesses. I also use the Build-up 

Method which serves as a check on the results of my DCF and CAPM. 

C. 

PLEASE EXPLAIN IN DETAIL THE DCF METHOD OF ESTIMATING 

THE COST OF EQUITY. 

The DCF model is based on the concept that the current price of a share of stock is 

equal to the present value of kture cash flows from the purchase of the stock. In 

other words, the DCF model is an attempt to replicate the market valuation process 

that sets the price investors are willing to pay for a share of a company’s stock. It 

rests on the assumption that investors rely on the expected returns (Le., cash flow 

they expect to receive) to set the price of a security. The DCF model in its most 

general form is: 

Explanation of the DCF Model and Its Inputs 

[2] PO=CFI/(l+k)+ CF2/(l+k)2+ . . . e  +CFJ(l+k)” 

where k is the cost,of equity; n is a very large number; PO is the current stock price; 

and, CFI, CF2,. . .CF, are all the expected future cash flows expected to be received 

in periods 1,2, . . . n. 

Equation (2) can be written to show that the current price (PO) is also equal 

to 

[3] Po = CFI/( l+k) + CF2/( l+k)2’+ . . . + Pt/( l+k)‘ 

where P, is the price expected to be received at the end of the period t. If the kture 

price (P,) included a premium (an expected increase in the stock price or capital 

gain), the price the investor would pay today (in anticipation of receiving that 

premium) would increase. In other words, by estimating the cash flows from the 

purchase of a stock in the form of dividends and capital gains, we can calculate the 
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investor’s required rate of return, i.e., the rate of return an investor presumptively 

used in bidding the current price to the stock (PO) to its current level. 

Equation [3] is a Market Price version of the DCF model. As with the 

general form of the DCF model in equation [2], in the Market Price approach the 

current stock price (Po) is the present value of the expected cash inflows. The cash 

flows are comprised of dividends and the final selling price of the stock. The 

estimated cost of equity (k) is the rate of return investors expect if they bought the 

stock at today’s price, held the stock and received dividends through the transition 

period, and then sold it for price (P,). 

CAN YOU PROVIDE AN EXAMPLE TO ILLUSTRATE THE MARKET 

PRICE VERSION OF THE DCF MODEL? 

Yes. Assume an investor buys a share of common stock for $40. If the expected 

dividend during the coming year is $2.00, then the expected dividend yield is 5 

percent ($2.00/$40 = 5.0 percent). If the stock price is also expected to increase to 

$43.00 after one year, this $3.00 expected gain adds an additional 7.5 percent to the 

expected total rate of return ($3.00/$40 -- 7.5 percent). Thus, the investor buying 

the stock at $40 per share, expects a total return of 12.5 percent (5 percent dividend 

yield plus 7.5 percent price appreciation). The total return of 12.5 percent is the 

appropriate measure of the cost of capital because this is the rate of return that 

caused the investor to commit $40 of his capital by purchasing the stock. 

PLEASE CONTINUE WITH YOUR DESCRIPTION OF THE DCF 

MODEL. 

Under the assumption that future cash flows are expected to grow at a constant rate 

(“g”), equation [2] can be solved for k and rearranged into the simple form: 

[4] k = CFl/Po + g 
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where CFl/’Po is the expected dividend yield and g is the expected long-term 

dividend (price) growth rate (“g”). The expected dividend yield is computed as the 

ratio of next period’s expected dividend (“CF1”) divided by the current stock price 

(“Po”). This form of the DCF model is known as the constant growth DCF model 

and recognizes that investors expect to receive a portion of their total return in the 

form of current dividends and the remainder through future dividends and capital 

(price) appreciation. A key assumption of this form of the model is that investors 

expect that same rate.of return (k) every year and that market price grows at the 

same rate as dividends. This has not been historically true for the water utility 

sample, as shown by the data in Schedule D-4.4 and Schedule D.4.5. As a result, 

estimates of long-term growth rates (g) should take this into account. 

ARE THERE ANY CONCERNS ABOUT APPLYING THE DCF MODEL 

TO UTILITY STOCKS? 

There are a number of reasons why caution must be used when applying the DCF 

model to utility stocks. First, the stock price and dividend yield components may 

be unduly influenced by structural changes in the industry, such as mergers and 

acquisitions, which influence investor expectations. Second, the DCF model is 

based on a number of assumptions which may not be realistic given the current 

capital market environment. The traditional DCF model assumes that the stock 

price, book value’, dividends, and earnings all grow at the same rate. This has not 

been historically true for the sample water utility companies. Third, the application 

of the DCF model produces estimates of the cost of equity that are consistent with 

investor expectations o& when the market price of a stock and the stock’s book 

value are approximately the same. The DCF model will understate the cost of 

equity when the market-to-book ratio exceeds 1 .O and conversely will overstate the 

cost of equity when the market-to-book ratio is less than 1 .O. The reason for this is 
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that the market-derived return produced by the DCF is often applied to book value 

rate base by regulators. Fourth, the assumption of a constant growth rate may be 

unrealistic, and there may be difficulty in finding an adequate proxy for the growth 

rate. Historical growth rates can be downward based as a result of the impact of 

anemic historical growth rates in earnings, mergers and acquisitions, restructuring, 

unfavorable regulatory decisions, and even abnormal weather patterns. Further, by 

placing too much emphasis on the past, the estimation of future growth becomes 

circular. 

LET’S TURN TO THE SPECIFIC INPUTS USED IN YOUR DCF MODELS. 

WHAT DATA HAVE YOU USED TO COMPUTE THE EXPECTED 

DIVIDEND YIELD (CFl/Po) IN YOUR MODELS? 

First, I computed a current dividend yield (CFo/Po). The expected dividend yield 

(CF1/Po) is the current dividend yield (CFoPo) times one plus the growth rate (g). 

I used the spot price for each of the stocks of the water utilities in the sample group 

on as reported by the Value Line Investment Analyzer for July 22, -201 1 for Po. 

The current dividend (CFo) is the dividend for the next year as reported by Value 

Line. In my schedules, the current dividend yield is denoted as (Dpo),  where Do 

is the current dividend and Po is the spot stock pice. (DI/’Po) is used to denote the 

expected dividend yield in the schedules. 

WHAT MEASURES OF GROWTH (“g”) HAVE YOU USED? 

For my primary DCF growth estimate, I have used analyst growth forecasts, where 

available, from four different, widely-followed sources: Zack ’s Investment 

Research, Morningstar, Yahoo Finance‘, and Value Line Investment Survey, 

Schedule D-4.6 reflects the analyst estimates of growth. The currently available 

Yahoo Finance analyst estimates provided by Thompson Financial. 
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estimates from these four sources provide at least two estimates for each of the 

sample water utility companies. When there is no estimate of forward-looking 

growth for a utility in the water utilities sample, I have assumed investors expect 

the growth for that utility to equal the average of growth rates for the other water 

utilities in the sample. 

WHY DID YOU USE FORECASTED GROWTH RATES AS YOUR 

PRIMARY ESTIMATE OF GROWTH? 

ThenDCF model requires estimates of growth that investors expect in the future and 

not past estimates of growth that have already occurred. Accordingly, I use as a 

primary estimate of growth analysts’ forecasts of growth. Logically, in estimating 

future growth, financial institutions and analysts have taken into account all 

relevant historical information on a company as well as other more recent 

information.? To the extent that past results provide useful indications of future 

growth prospects, analysts’ forecasts would already incorporate that information. 

In addition, a stock’s current price reflects known historic information on that 

company, including its past earnings history. Any further recognition of the pas1 

will double count what has already occurred. Therefore, forward-looking growth 

rates should be used. 

WHAT OTHER ESTIMATES OF GROWTH DID YOU USE? 

I use the 5-year historical average growth rates in the stock price, book value per 

share (“BWS”), earnings per share (“EFS”) and dividends per share (“DPS”) 

. .  . .  

David A. Gordon, Myron J. Gordon and Lawrence I Gould, “Choice Among Methods of Estimating 
Share Yield,” Journal of Portfolio Management (Spring 1989) 50 - 55. Gordon, Gordon and Gould found 
that a consensus of analysts’ forecasts of earnings per share growth for the next five years provides a more 
accurate estimate of growth required in the DCF model than three different historical measures of growth 
(historical EPS, historical DPS, and historical retention growth). They explain that this result makes sense 
because analysts would take into account such past growth as indicators of future growth as well as an} 
new information. 
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along with the average of analyst expectations. Using the historical average of 

growth in price, BVPS, EPS, and DPS is reasonable because investors know that, 

in equilibrium, common stock prices, BVPS, EPS and DPS will all grow at the 

same rate and would take information about changes in stock prices and growth in 

BVPS into account when they price utilities' stocks. As I stated earlier, a basic 

assumption of the DCF model is that the stock price, BVPS, EPS and DPS all grow 

at the same rate. While I believe the use of historical growth rates gives added 

recognition to the past that is already incorporated into analyst estimates of growth, 

I have been criticized by the Staff in the past for not giving direct consideration to 

past growth rates in my estimate of growth. So, I have endeavored to remove any 

basis for the criticism in this case. However, I do so reluctantly because the 

empirical evidence indicates that analyst estimates of growth are the best measure 

of growth for use in the DCF for utility stocks. 

HAVE YOU USED ANALYST ESTIMATES OF DPS GROWTH? 

No. While I did not use analyst estimates of DPS growth, the average projected 

DPS growth rate of 4.13 percent is higher than the historical DPS growth rate of 

3.33 percent. Putting this aside, I did not use analyst estimates of dividend growth 

for primarily because there are analyst estimates for dividend growth for only three 

of the six sample companies. Further, only one source (Value Line) provides DPS 

growth estimates. The wide availability of earnings growth estimates compared to 

dividend growth estimates indicates a greater reliance by investors on earnings 

rather than dividends for their investment decisions. 
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D. 

PLEASE EXPLAIN THE CAPM METHODOLOGY FOR ESTIMATING 

THE COST OF EQUITY. 

As I already indicated, the CAPM is a type of risk premium methodology that is 

often depicted graphically in a form identical to the CML. Put simply, the CAPM 

formula is the sum of a risk-free rate plus a risk premium. It quantifies the 

additional return required by investors for bearing incremental risk. The risk-free 

rate is the reward for postponing consumption by investing in the market. The risk 

premium is the additional return compensation for assuming risk. 

Explanation of the CAPM and Its Inputs 

The CAPM formula provides a formal risk-return relationship premised on 

the idea that only market risk matters, as measure by beta. The CAPM formula is: 

(7) k Rf + P(R,-Rf) 

where k is the expected return, Rf is the risk-free rate, R, is the market return, (Rf 

&) is the market risk premium, and p is beta. 

The difficulty with the CAPM is that it is a prospective or forward-looking 

model while most of the capital market data required to match the input variables 

above is historical. 

WHAT IS THE RISK-FREE RATE? 

It is the return on an investment with no risk. The U.S. Treasury rate serves as the 

basis for the risk-free rate because the yields are directly observable in the market 

and are backed by the U.S. government. Practically speaking, short-term rates are 

volatile, fluctuate widely and are subject to more random disturbances than long- 

term rates. In short, long-term Treasury rates are preferred for these reasons and 

because long-term rates are more appropriately matched to securities with an 

indefinite life or long-term investment horizon. 
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WHAT IS BETA AND WHAT DOES IT MEASURE? 

Beta is a measure of the relative risk of a security in relation to the market. In 

other words, it is a measure of the sensitivity of a security to the market as a whole. 

This sensitivity is also known as systematic risk. It is estimated by regressing a 

security’s excess returns against a market portfolio’s excess returns. The slope of 

the regression line is the beta. 

Beta for the market is 1.0. A security with a beta greater than 1.0 is 

considered riskier than the market:. A security with a beta less than 1.0 is 

considered less risky than the market. 

There are computational problems surrounding beta. It depends on the 

return data, the time period used, its duration, the choice of the market index, and 

whether annual, monthly, or weekly return figures are used. Betas are estimated 

with error. Based on empirical evidence, high betas will tend to have a positive 

error (risk is overestimated) and low betas will have a negative error (risk is 

underestimated).’ 

WHAT DID YOU USE AS THE PROXY OF THE BETA FOR PIMA? 

I used the average beta of the sample water utility companies. Betas were obtained 

from Value Line Investment Analyzer (July 22, 201 1). Value Line is the source fo1 

ted 

by financial analysts. The average beta as shown on Schedule D-4.9 is 0.78. 

I should note that because Pima is not publicly traded, Pima has no beta. I believe 

that Pima, if it were publicly traded, would have a higher beta than the sample 

water utility companies. 

estimated-b&t&h&+ularly ern*, along-witkSttff, and it 

Eugene F. Fama and Kenneth R. French, “The Capital Asset Pricing Model: Theory and Evidence,’ 
Journal of Economic Perspectives (Summer 2004) 25 - 46. 
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WHY WOULD PIMA HAVE A HIGHER BETA? 

As previously indicated, smaller companies are more risky than larger companies. 

In Chapter 7 of Morningstar’s Ibbotson SBBI 2011 Valuation Yearbook, for 

example, Ibbotson reports that when betas (a measure of market risk) are properly 

estimated, betas are larger for small companies than for larger companies. As I 

will explain later, Ibbotson also finds that even after accounting for differences in 

beta risk, small firms require an additional risk premium over and above the added 

risk premium indicated by differences in beta risk. 

PLEASE EXPLAIN THE MARKET RISK PREMIUM. 

The market-risk premium (R,-Rf) is the return an investor expects to receive as 

compensation for market risk. It is the expected market return minus the risk-free 

rate. Approaches for estimating the market risk premium can be historical or 

prospective. 

Since expected returns are not directly observable, historical realized returns 

are often used as a proxy for expected returns on the basis that the historical market 

risk premium follows what is known in statistics as a ‘.‘random walk.” If the 

historical risk premium does follow the random walk, then one should expect the 

risk premium to remain at its historical mean. Based on this argument, the best 

SBBI Valuation Edition 201 I Yearbook provides historical market returns for 

various asset classes from 1926 to 20 10. This publication also provides market risk 

premiums over U.S. Treasury bonds, which make it an excellent source for 

historical market risk premiums. 

Prospective market risk premium estimation approaches necessarily require 

examining the returns expected from common equities and bonds. One method 

employs applying the DCF model to a representative market index such as the 
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Value le 17 0 stocks (the Value Line Composite Index). The expected return 

from the DCF is measured for a number of periods of time, and then subtracted 

from the prevailing risk-free rate for each period to arrive at market risk premium 

for each period. The market risk premium subsequently employed in the CAPM is 

the average market risk premium of the overall period. 

HOW MANY MARKET RISK PREMIUM ESTIMATES DID YOU 

PREPARE IN CONNECTION WITH YOUR ASSIGNMENT FOR PIMA? 

I prepared two market risk premium estimates: An historical market risk premium 

and a current market risk premium. 

HOW DID YOU ESTIMATE THE HISTORICAL MARKET RISK 

PREMIUM? 

I used the Morningstar's Ibbotson SBBI 2011 Valuation Yearbook measure of the 

average premium of the market over long-term treasury securities from 1926 

through 20 10. The average historical market risk premium over long-term treasury 

securities is 6.7 percent. 

HOW DID YOU ESTIMATE THE CURRENT MARKET RISK PREMIUM? 

I derived a market risk premium by, first, using the DCF model to compute an 

expected market return for each of the past 6 months using Value Line'.! 

projections of the average dividend ykMa&median 3-5 year p 

(growth) on the Value Line 1700 Composite Index. I then subtracted the average 

30-year Treasury yield for each month from the expected market returns to arrivt 

at the expected market risk premiums. Finally. I averaged the computed marke 

risk premiums to determine the current market risk premium. The data anc 

computations are shown on Schedule D-4.11. The average current market risE 

premium is 9.75 percent. Estimates of the current market risk premium havr 

ranged from 7.01 percent to 13.82 percent over the past 12 months averaging 9 . 7 ~  
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percent. The most recent 3-month average is 1 1.18 percent. My 6-month average 

estimate at 9.75 percent is in the lower end of the 12 month range and is more 

conszrvative than the recent 3-month aterage. 

HAS STAFF EMPLOYED A CURRENT MARKET RISK PREMIUM IN 

THE PAST? 

Yes. However, their estimation of the current market risk premium was somewhat 

different. Staff uses a DCF model to compute the current market risk premium as I 

do. However, Staff also uses a single spot estimate using the median annualized 

projected 3-5 year price appreciation on the Value Line 1700 stocks in conjunction 

the median dividend yield on the Value Line 1700 stocks. 

WHY DO YOU BELIEVE THAT YOUR APPROACH IS MORE 

APPROPRIATE? 

Staff typically computes a market risk premium based on a single point in time, 

which makes estimates extremely volatile, so much so that the expected market 

risk premium estimate can change by as much as 300 basis points (or more) each 

time it is estimated. The accuracy of the expected risk premium is greatly 

enhanced by increasing the number of periods used to estimate it. It is analogous 

to flipping a coin. One cannot predict with any degree of accuracy the result of a 

single flip of a balanced coin, or even a few. But the more coin flips, the greater 

degree of confidence one has in predicting the outcome. 

WHAT DO YOU ADOPT AS THE RETURN FOR THE RISK-FREE RATE? 

I use long-term expected Treasury bond rates as the measure of the risk-free return 

for me with both CAPM cost of equity estimates from two sources: the Blue Chip 

Financial Forecast and Value Line. Morningstar’s Ibbotson SBBI 201 I Valuation 

Yearbook explains on page 55 that the appropriate choice for the risk-free rate is 

the expected return for long-term Treasury securities. Thus, when determining ,an 
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estimate o the risk-free rate, it is appropriate to adopt a return that is no less than 

the expected return on the long-term Treasury bond rate. Both of my CAPM 

estimates are based on expected interest rates using a current spot estimate (July 

22,20 1 1) and projected estimates of the long-term treasury rates for 20 12 and 20 13 

(from Blue Chip Financial Forecasts and Value Line Selection and Opinion). The 

2012 to 2013 timeframe is the period when new rates will be in effect for the 

Company. 

E. Explanation of the dBuild-Up Method and Its Inputs . 

PLEASE EXPLAIN THE BUILD-UP RISK PREMIUM METHODOLOGY 

FOR ESTIMATING THE COST OF EQUITY. 

As I already indicated, like the CAPM, the Build-up method is a type of risk 

premium methodology. This is a common and effective method used by appraisers 

and valuation experts.' The Build-up Method is an additive model in which the 

return on a security is the sum of a risk-free rate and one or more risk premia. 

Each premium represents the reward an investor receives for taking on a specific 

risk. The elegance of the Build-up Method is that it does not require an estimate of 

market beta, which is problematic for non-publicly, traded companies such as 

Pima. The Build-up Method can be stated as follows: 

[ l ]  k=Rf+-RP,, s +;- RP, 
where k = the expected return 

Rf = risk-free rate 

RP, = equity risk premium for the market 

RPs = equity risk premium for size 

RP, = risk premium attributed to the specific company or to the industry 

(often call the company specific risk premium) 

Momingstar Ibbotson SBBI 201 1 Valuation Yearbook. Chapter 3. 9 
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Or alternatively as: 

[2] k = Rf + RP,, +/- RP, 
where k = the expected return 

Rf = risk-free rate 

RP,+s = equity risk premium for tile market and size 

RP, = risk premium attributed to the specific company or to the industry 

(often call the company specific risk premium) 

The data for the equity risk premium for the market (RP,), the equity risk 

premium for size (RP,), and the company specific or industry risk premium (W,) 

can be readily obtained from Morningstar and/or other size premium studies such 

as the Duff& PheZps study." Morningstar quantifies the size premium separate 

from the market risk premium by market capitalization as a measure of size 

whereas Duff& PheZps study quantifies the risk premium (W,+J (market premium 

(RP,) plus the size premium (RP,) ) by book value of common equity, 5 year 

average net income, market value of invested capital, total assets (as reported on 

balance sheet), 5-year average of earnings before interest, income taxes, 

depreciation and amortization (EBITDA),, sales, and number of employees in 

addition to market capitalization - all of which have been shown to be highly 

correlated with market-returns. I should note that the authors of the -Duff& PheZps 

study conclude that, by whatever measures of size are used, the results are clear 

that there is an inverse relationship between size and historical equity returns - 

small companies have higher returns than larger companies. ' 

Duff & Phelps LLC, Risk Premium Report 2011. 
Id. at 6 .  

10 
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ARE THERE ADVANTAGES TO THE USE OF THE BUILD-UP RISK 

PREMIUM METHODOLOGY OVER THE CAPM FOR ESTIMATING 

THE COST OF EQUITY? 

Yes. First, as I mentioned earlier, the Build-up Method does not require a market 

beta estimate that is not available for non-public firms. As I already discussed, 

I am using the average beta of the large publicly traded water utilities as a proxy 

for the beta of Pima. However, as I also discussed, there are computation problems 

surrounding beta and empirical financial data show that beta does not account for 

all of the risks associated with smaller firms. Second, each of the risk premia used 

in the Build-up Method can be quantified using data from the equity markets. 

Third, the various measures of size including fundamental accounting measures 

have a practical benefit of eliminating the need to make a “guesstimate” of size foi 

comparative purposes where market data for determining market value measures oj 

size is not available, particularly for non-public firms. 

F. Financial Risk Adjustment 

PLEASE EXPLAIN YOUR FINANCIAL RISK ADJUSTMENT Ta 

REFLECT THE COMPANY’$ LOWER LEVEL OF DEBT IN ITS 

CAPITAL STRUCTURE AS COMPARED TO THE SAMPLE WATER 

UTILITIES. 

My financial risk estimation is based upon the methodology developed b:, 

Professor Hamada of the University of Chicago, which incorporates the beta of I 

levered firm to that of its unlevered counterpart. The equation is 

PL = Pu[l + (1 - T h l  

where PL and pc. are the levered and unlevered betas, respectively, T is the tax rate 

and cp the leverage, defined as the ratio of debt and equity of the firm. In simplc 

terms, I unlever the average beta of the six publicly-traded water utilities in m; 
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sample using a ratio of the market value of debt and the market value of equity. 

While I can compute the market value of equity of the sample water utilities based 

on the current number of shares outstanding and the current stock price, estimating 

the market value of debt is much more difficult. For purposes of my analysis, 

I assume the market value of debt is the book value. This is a customary and 

realistic assumption.’* Once the unlevered beta is determined, I relever the beta 

using the capital structure of Pima. For the market value of equity, I multiplied 

Pima’s book value of equity times the average market-to-book ratio of the sample 

water utilities. For Pima’s debt, I assume the market value of debt is equal to the 

book value. 

The re-levered beta is then used in my CAPM models, and the new CAPM 

results are compared to my original CAPM results. ‘The computed difference is the 

basis of my financial risk adjustment. My computation of the financial risk 

adjustment can be found in tables D-4.17, D-4.18, and D-4.19. 

WHAT IS THE COMPUTED FINANCIAL RISK ADJUSTMENT? 

A downward adjustment of no more than 40 basis points. Again, however, in my 

opinion, the beta for Pima would be higher than that of the sample water utilities 

that would have resulted in a lower downward financial risk adjustment. But 

I have to make some assumptions to work with, an approach used by Staff and the 

Commission in past cases. 

G. Company Specific Risk Premium 

PLEASE DISCUSS YOUR COMPANY-SPECIFIC RISK PREMIUM. 

As I testified earlier, Pima is not directly comparable to the sample water utilities 

because of its small size and the regulatory environment in Arizona. The 

characteristics associated with small size such as the lack of diversification, limited 

l2 Morin at 224. 
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revenue and cash flow, small customer base, lack of liquidity, as well as the 

magnitudes of regulatory and construction risk which are common to smaller water 

and wastewater utilities regardless of the regulatory jurisdiction. These 

characteristics and magnitudes of risk are unique only in the sense that the large 

publicly-traded water utilities (including the companies in the proxy group) do not 

possess these same characteristics and magnitudes of risk. With respect to Arizona 

regulation, the use of an historical test year, with limited out-of-period adjustments, 

and the lack of automatic adjuster mechanism(s) increases the risk of Pima as an 

investment. 

PLEASE DISCUSS SIZE RISK FOR SMALL UTILITY COMPANIES. 

Investment risk increases as the firm size decreases, all else remaining constant. 

There is a great deal of empirical evidence that the firm size phenomenon exists. 

Morningstar’s Ihbotson SBBI 201 I Valuation Yearbook (Chapter 7) reports that 

smaller companies have experienced higher returns that are not fblly explainable 

by their higher betas and that beta is inversely related to company size. In other 

words, smaller companies not only have higher betas but higher returns than larger 

ones. Even after accounting for differences in beta risk, small companies require 

an additional risk premium over and above the added risk premium indicated by 

differences in beta risk. Dr. Zepp also reported evidence that the stocks of small 

water or wastewater utilities, like Pima, are more risky than the stocks of larger 

water utilities, such as those in the water utilities  ample.'^ Even the California 

PUC conducted a study that showed smaller water utilities are more risky than 

Thomas M. Zepp, “Utility Stocks and the Size Effect - Revisited, ” The Quarterly Review Economics 13 

and Finance, Vol. 43, Issue 3, Autumn 2003,578 - 582. 
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larger ones.14 Based on the evidence, it is clear that investors require higher returns 

on small company stocks than on large company stocks. 

I have included in Schedule D-4.16 the results of an Ibbotson study using 

annual data reporting the size premium based upon firm size and return data 

(i) provided in Morningstar’s Ibbotson SBBI 201 0 Valuation Yearbook and 

information, and (ii) contained in Dr. Zepp’s 2003 article in The Quarterly Review 

Economic and Finance. I have estimated that a small company risk premium in the 

range of 99 to 237 basis points is appropriate. 

Q. WHAT COMPANY SPECIFIC-RISK PREMIUM DO YOU RECOMMEND 

FOR PIMA? 

A. To be conservative, and with Pima’s desire to mitigate the impact of the required 

rate increase in mind, I concluded that a company specific risk premium of no’ less 

than 100 basis points is warranted for Pima to account for its smaller size and 

regulatory risk. 

H. Summary and Conclusions 

HAVE YOU PREPARED A SCHEDULE THAT SUMMARIZES YOUR Q. 

EQUITY COST ESTIMATES AND PRESENTS YOUR 

RECOMMENDATIONS? 

A, -Yes.-- -The -eq&y-ccxsk-estirnates and my recommendations are summarized-in 

Schedule D-4.1. 

In the first part of my analysis, I applied two versions of the constant growth 

DCF model. One uses analyst estimates of growth and the other uses historicaI 

growth and analyst expectations.’’ The DCF models produce an indicated equity 

cost in the range of 9.2 percent to 9.8 percent, with a midpoint of 9.5 percent. 

Staff Report on Issues Related to Small Water Utilities, June 10, 1991 and Pima Decision 92-03-093. 14 

l5 See Schedule D-4.8. 
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In the second part of my analysis, I applied two versions of the CAPM - a 

historical risk premium CAPM and a current market risk premium CAPM. The 

CAPM analyses appear in Schedule D-4.12 and produce an indicated cost of equity 

in the range of 10.0 percent to 12.4 percent, with a midpoint of 11.2 percent. 

In the third part of my analysis, I compute a financial risk adjustment to 

account for the lower level of debt in Pima’s capital structure compared to the 

sample water utilities. My recommendation is that a downward financial risk 

adjustment of no more than 40 basis points be applied to Pima’s cost of equity. My 

financial risk adjustment analysis is shown in schedules D-4.13, D-4.14, and D- 

4.15. 

In the fourth part of my analysis, I reviewed the financial literature on the 

small firm size effect and determined that an appropriate small company size 

premium for small utilities like Pima is the range of 99 to 246 basis points.I6 I also 

considered the risks for Pima from Arizona regulation. My recommendation is that 

an upward adjustment for company-specific risk of no 50 to 100 basis points be 

applied to Pima’s cost of equity. 

The range of results of both my DCF and CAPM analyses and other risk 

adjustments is 9.7 percent to 1 1.7 percent, with a mid-point of 10.7 percent.” 

WHAT EQUITY RETURN DO YOU RECOMMEND? 

My recommended return on equity based on Pima’s capital structure is 

10.7 percent. It is lower than the mid-point of the range of my over-all results and 

reflects the desire by the Company to help mitigate the impact on ratepayers. 

See Schedule D-4.16. 16 

l7 See Schedule D-4.1. 
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Q- 

A. 

HAVE YOU PREPARED AN ESTIMATE OF THE COST OF EQUITY 

USING THE BUILD-UP METHOD FOR PIMA USING DATA FROM 

MORNINGSTAR? 

Yes. Using the Build-up Method, I estimate the cost of equity for Pima to be 13.18 

percent. This is based upon the data from Morningstar as contained Table G-1 (the 

risk-rate would be 4.6 percent,’* the equity risk premium would be 6.7 percent,” 

the small company risk premium of 6.28 percent:’) and data contained in Table 3- 

5 - Industry Premia Estimates (negative 4.59 for the water supply industry SIC 

code 494). The calculation is shown as follows: 

[ l ]  k=Rf+RP,+RP,+/-RP,, 

[2] 

[3] k = 13.07% 

HAVE YOU PREPARED A COST OF EQUITY ESTIMATE FOR PIMA 

USING THE DUFF & PHELPS STUDY DATA? 

Yes. Please see Exhibit TJB-COC-DT1. I have included cost of equity estimates 

for the water sample companies. These estimates have been adjusted for leverage 

(financial risk) differences between the companies in the size portfolios contained 

in the study and the water sample companies and Pima. Further, like the Build-up 

Method cost of equity estimate using the Morningstar data, the cost of equity 

estimates includes a water industry risk premium adjustment.2’ Based on various 

measures of size the results are as follows:22 

k = 4.6% + 6.7% + 6.36% - 4.59% 

Long-tern (20 year) U.S. Treasury Bond Yield 18 

l9 Long-horizon historical equity risk premium. 
2o Decile 10 - smallest, market capitalization of 1.222 million to 235.647 million. 
21 Note that the risk premium for the water utility industry is negative indicating that water utilities are less 
risky than the market as a whole. 
22 See Exhibit TJB-COC-DT1, Table 7. 
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Stock 

AWR American States Water Co. 

Symbol Company 

WTR Aqua America 

CWT California Water Services Group 

CTWS Connecticut Water Services 

MSEX Middlesex Water Company 

SJW SJWCorp. 

Average 

Pima Utility Company 

cost  of 
Equity 

I 
1 1.72% 

9.86% 

11.92% 

1 3.3 8% 

12.86% 

12.82% 

12.09% 

15.37% 

Q. WHAT CONCLUSIONS CAN BE MADE FROM A COMPARISON OF 

THE BUILD-UP METHOD RESULTS TO YOUR RECOMMENDATIONS 

FOR THE COST OF EQUITY FOR PIMA? 

I conclude my cost of equity estimates based on the DCF and CAPM of 10.7 I 
percent and my recommendation of 10.5 percent for Pima are very conservative 

given its size. It also shows that my size premium used in my cost of capital 

analysis of 50 to 100 basis points is likely far too low and should be much higher. 

Even accounting for financial risk differences, the indicated cost of equity for Pima 

based on the Duff& PheZps study is over 328 basis points higher than the sample 

water companies. 

~ Q. DOES THAT CONCLUDE YOUR DIRECT TESTIMONY ON COST OF 

A. 

CAPITAL? 

A. Yes. 
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Pima Utility Company 

Thomas Bourassa Direct Testimony 
(Cost of Capital) 

Exhibit TJB-COC-DT1 



Pima Utility Company 
COST OF EQUITY (COO USING RISK PREMIUM BUllDUP METHOd 
BASED UPON WFF AND P H W S  RISK PREMIUM STUDY 

TABLE 1 

Measures of size 
IMllions~ 

€H!.eex 
1. Amerhnstate+ 
2. AquaAmerica 
3. CalifomiaWaler 
4. ConnediCutWater 
5. Middlesex 
6. SMIcorP. 

Pima U W i  Company 

' Fmn Value Line data (lZf3li2010) 

' Net Inmme. Fmm Zacks Investmsnt Research and Company ACC reports 
From Zacks Investment Research, From E-1 for subjad utility. 

pet lnmme Data 
Companv 

American States 
Aqua America 
CaWonia Water 
Connectiarl Water 
M i e s e x  
SMI Cw. 

Pima U t i l i  Company 

, .  
MV Book SYrAvg. Total 

swnbd & yy&' Nellncome & 
AWR 5 646 $ 377 $ 946 $ 27 S 1.192 
WTR $ 3.069 5 1.174 $ 4.601 S 103 5 4.072 
CWT S 798 $ 436 $ 1.277 S 35 f 1.692 

CTWS $ 229 $ 114 S 341 S 9 $ 425 
MSEX $ 294 $ 174 $ 427 S 12 0 489 
SIW S 452 $ 256 $ 747 0 24 $ 935 

5YrAW. 

$ 115 
s 396 
$ 117 
s 22 
s 37 
$ 8 4  

NA $ 18.2 NA S 1.0 $ 13.0 5 3.0 

2 0 1 0 -  2 m  - 2 G Q 6 2 0 0 7 o J 6 A v e r a g e  
AWR $ 33.2 $ 29.5 $ 22.0 t 28.0 $ 23.1 S 272 
WTR 5 124.0 $ 104.4 5 97.9 $ 95.0 $ 92.0 S 102.6 
CWT $ 37.7 $ 40.6 S 39.8 $ 31.2 $ 25.6 $ 34.9 
CTWS $ 9.8 S 10.2 $ 9.4 $ 8.8 $ 7.0 S 9.0 
MSM. s 14.3 s 10.0 a 12.2 t 11.8 s 10.0 t 11.7 
SJW S 24.4 $ 15.2 $ 21.5 $ 19.3 f 38.6 $ 23.8 

$ 0.9 t 1.2 $ 1.2 0 1.1 s 1.2 t 1.1 

Net lnmme data for publdy traded water utilities from Zacks Investment Research a d o r  Yahoo Finanm 

' Eamiis Mom Interesl. Taxes. Depreciatim and Amodka(ian (EBITDA). From Zacks Investment Research and Company ACC repMs. 

EBITDA Data 

American States 
Aqoa America 
C a l i i a  Water 
Comecliarl Watei 
MiddteSex 
SJWCW. 

Company 
5 y 3 . 4  S y Z . 6  $ %.9 S %,6 $ Y l . 6  $ -5.5 AWR 

WTR t 473.2 $ 415.2 5 304.7 $ 364.5 $ 340.8 S 365.7 

svmbol 

CWT $ 155.7 f 125.5 $ 122.1 $ 95.6 $ 86.9 $ 117.2 
CTWS a 22.5 s 20.3 s 21.1 27.9 s 17.4 t 21.8 
MSEX S 43.3 $ 34.6 S 38.6 S 36.6 $ 34.1 S 37.4 
SIW $ 75.4 t 93.5 $ 99.7 t 77.7 5 73.5 $ 84.0 

Pima Utility Compm-~y 5 2.5 S 2.7 S 2.7 S 2 7  $ 2.8 $ 2.7 

EBITDA data for publicly tfaded waler utilities horn Zacks Investment Research and/or Yahoo Fmnce 
WTDA data for subject uIi!ity fmm E-1 and/or ACC reports 



Pima Utility Company 
COST OF EQUITY (COE) USING RISK PREMIUM BUILD-UP M E M W  
BASED UPON DUFF AND PHELPS RISK PREMIUM STUDY 

MRP, Estimates Using Duff 6 Phelps Study (Unievered) 
Assumes 100% Equity and w( deM 
Data Srnwlhing with Regression Analysis 
Smoouled Premium (RP,,) = Constant + X Coeificientc * Log(Relevent Metric) 

R P u k  = -WdW.YPufWRPnww 
Where = unlevvend portfolio beta 

k - debt beta, assumed to be 0.1 
Wd = percentage of debt in capital structure 
W. = percentage of equity in capital structure 
W, - lewred realized risk premium 

constant 
X Coeffident(s) 

1. AmericanSlales 
2. AquaAmerica 
3. CaldomiaWater 
4. comechcut ' water 
5. Middlesex 
6. SJWCorp. 

Average (ulevered) 

Pima Utility Canpany 

implied Size Premium for Cmnpany ww publiiy traded water utilies 

snnbol 
AWR 
W R  
CWT 
CTWS 
MSEX 
SMI 

MV 

Fable GI) 
Equity 

18.617% 
-3.314% 

MV 

9.30% 
7.06% 
9.00% 
10.80% 
10.44% 
9.82% 

9.40% 

NA 

€9!i!!l 

Book 
Equity 

Fable G21 

15.902% 
-2.693% 

Book 

8.96% 
7.64% 
8.79% 
10.37% 
9.87% 
9.42% 

9.17% 

12.51% 

E%?!& 

5 Yr Avg. 
MVIC N e t l n u w  

paMeG41 fT able C-31 

18.978% 13.719% 
-3.298% -2.751% 

MRP, (unlevered) 
5YrAvg. 

pJetlncome 
9.16% 9.n% 
6.90% 8.19% 
8.73% 9.47% 
10.63% 11.09% 
10.30% 10.78% 
9.50% 9.93% 

9.20% 9.87% 

NA 13.72% 

Total 
Assets 

naMe CSl  

17.948% 
-2.953% 

TABLE 2 

Total 
&& 
8.86% 
7.29% 
8.41% 
10.1% 
10.01% 
9.17% 

8.99% 

14.66% 

5YrAvg. 
EBITDA 

gable G61 

15.173% 
-2828% 

5 Y r Avg. 

9.34% 
7.03% 
9.32% 
11.39% 
10.72% 
9.73% 

9.72% 

13.82% 

9.23% 
7.48% 
8.96% 
10.74% 
10.35% 
9.60% 

9.39% 

13.68% 

4.28% 



Pima Utility Company 
COST OF EQUlN (COE) USING RISK PREMIUM BUILD-UP METHOd 
BASED UPON WFF AND PHELPS RISK PREMIUM STUDY 

Unlevered Por(fili0 Beta 
(Fmm Duff 6 PWpr  RP Study - Table C) 

ComDanv 
1. AmericsnSlaler 
2 AquaAmerica 
3. CalifomiaWaler 
4. comedculwater 
5. Middlesex 
6. SJWCorp. 

Average 

Pima UWily Company 

SYnk! 
AWR 
VYTR 
CWT 

CTWS 
MSf3 
SJW 

TABLE 3 

Unlevered Pottfolio Beta (p.) 
flableC1) IT ableG2 aableC-4) IT aMeC-3) ITableC-5) ITaMeC-61 Averaa, 

0.97 0.96 0.95 0.96 0.94 0.97 0.96 
0.87 0.85 0.85 0.67 0.63 0.81 0.85 
0.94 0.95 0.95 0.94 0.92 0.95 0.94 
0.96 1.00 0.97 0.97 0.99 1.03 0.99 
0.98 1.00 0.98 0.97 0.99 0.99 0.99 
0.95 0.98 0.98 0.96 0.96 0.95 0.96 

0.95 0.96 0.95 0.95 0.94 0.95 0.95 

0.95 0.99 1.00 1.01 1.05 1.03 1.01 



Pima Utility Company 
COST OF E Q U t N  (COE) WtNG RIW PREMIUM BUILD-UP MEMOd 
EASED UPON DUFF AND PHELPS RISK PREMIUM STUDY 

MRP Estimates Using D M  L Phelps Study (Relevered) 
Relevered Realized Risk Premium 
RP-= RP- + W d w = U W X R P d d  
Where 8. = unlevered portfolio beta 

pd = debt beta, assumed to ba 0.1 
W. - percentage of debt in capital structure 
W. = percentage of equity In capital structure 
RP- = unlevered realized risk premium fmm Table 2 
RP- = general equity risk premium for the ma*& since 1963 (4.4%) 

Companv 
1. AmericanStales 
2. AquaAmerica 
3. CaEfomiaWaler 
4. CormeclicutWater 
5. Miwiesex 
6. SJWCorp. 

Average MRP (Relevered) 

P i a  U t i l i  Company 

TABLE 4 

MRP- (Relevered) 
MV Book 5 Yr Avg. Total 5 Yr Avg. 

&& Netlncome Assets 
AWR 46.4% 11.09% 10.72% 10.90% 11.53% 10.58% 11.11% 
WTR 49.9% 8.75% 9.28% 8.55% 9.88% 6.89% 9.38% 
CWT 60.1% 11.22% 11.04% 10.98% 11.69% 10.58% 11.57% 
CTWS 48.7% 12.64% 12.309b 12.49% 12.96% 12.09% 13.38% 
MSW 45.6% 12.20% 11.68% 12.07% 12.53% 11.79% 12.51% 
SIW 65.5% 12.27% 11.95% 1204% 12.41% 11.65% 12.18% 

52.69% 11.36% 11.16% 11.17% 11.83% 10.93% 11.69% 

23.67% NA 13.43% NA 14.67% 15.65% 14.79% 

Averaqe 
10.99% 
9.1% 
11.18% 
12.64% 
12.13% 
12.08% 

11.36% 

14.63% 



Pima Utility Company 
COST OF EQUITY (COE) USING RISK PREMIUM BUllDUP METHOd 
BASED UPON DUFF AND PHELPS RISK PREMIUM STUDY 

Eauity Risk Premium Adiustmenl and Other melerics used in Buildup Method 

[I] Estimate of Cunenl MarkeI Risk Premium ( R P d  
12) Risk Premium Assumed in Duff a Phelps Study (19552010) 
p] E q m  Risk Premium Adjustment ( I l l  ~ 121) 
141 Average MRP (relevered) for p u M i  traded water companies (horn Table 4) 
(9 MRP (relevered) for publidy traded water mpanies (RP,,..,) (131 + [4D 

[q Equity Risk Premium Adjustment U3J) 
m Average MRP (rebered) for sub@ utlity "npany (from TaMe 4) 
I61 MRP (relever- for s u b j j  Uwity company (RP,J (I61 + l7ll 

[q 1nA1~b-y Risk Premium (From lbbotson for SIC 494 Waler Supply IndusQ Table 3-5) 
1101 Adjuslmenl Fador b IndUSQ Risk Premium (121 16.7% '1 
[lllndjusted Indusl~~ Risk Premium (&I (191 x I lOD 

[12] Risk Free Rate (lbbolson LT U.S. Treasury Yield) (RJ2 

' Fmm I b b d ~ ~ n  SEE/ 201 1 Valuation Edi6on Yearbook. LongHorison Equity Risk Premium (19262010) 
' 2 0  year US. Treasury Bond Yeld at July 22.2011. Federal ReSewe. 

TABLE 5 

4.40% 
4.40% 
0.00% 

11.36% 
11.33% 

0.00% 
14.63% 
14.63% 

-4.59% 
0.6567 
-3.01% 

3.75% 



Pima Utility Company 
COST OF EQUITY (COE) USING RISK PREMIUM BUILWP METHOd 
BASE0 UPON DUFF AND PHELPS RISK PREMIUM STUDY 

Cost of Equitv ICOE) Estimate usina Build-uo Method 

E(RJ = R, + RP, + RP, + RP. 
Where: 

E(RJ =Expected (indicated) rate of return 
R, - Risk-free rate of return. See Table 5. 
RP, = Market risk premium including size premium. See Table 4. 
RP, - Industry risk premium [adjusted) See Table 5. 
RP.- Company-specific risk premium 

1. AmekanSlales 

3. California Water 
4. Cnnredicut Waler 
5. Milesex  
6. SJWCorp. 

2. A g w A W C a  

Aver- COE estimale 

Pima UliMy Company 

A M  
WTR 
CWT 

CTWS 
MSEX 
SJW 

TABLE 6 

Sample . 

Water Goodman 
Utilies Water 

R, - 3.75% 3.75% 

Publidy Traded 

- -  
RP,. See Tabia 4 See Table 4 
RP, = -3.01% -3.01% 
RP.= 0.- 0.00% 

MV 

11.81% 
9.49% 
11.96% 
13.38% 
12.94% 
13.00% 

12.10% 

NA 

Book 
&& 
11.46% 
10.02% 
t I .7a% 
13.03% 
12.41% 
12.69% 

11.90% 

14.17% 

Indicated COE E(RJ 
5 Yr Avg. Tolal 

MVlC Nellncome Assets 
11.63% 12.26% 11.3?% 
9.28% 10.61% 9.63% 
11.72% 12.43% 11.32% 
1!.23% 13.69% 12.63% 
12.80% 13.26% 12.53% 
12.77% 13.15% 12.39% 

11.91% 12.57% 11.87% 

NA 15.40% 16.38% 

5 Yr Avg. 
EWTDA 
11.85% 
10.12% 
12.30% 
14.12% 
13.24% 
12.91% 

12.42% 

15.53% 

- AveraQe 
11.72% 
9 . m  
11.92% 
13.38% 
12.66% 
12.82% 

12.09% 

15.37% 



Pima Utility Company 

Schedules D 



End of W e d  Y e a  

P e  
ck%ar Of c a t w e w e d  
&!!A M W  
8.570.W %O% 7.182% 223% 

18539.615 61).8Mc 1 0 . 5 0 % 7 2 3 x  

25,909,615 1OO.oOW - 9.41% 

RECAP SCHEDJLES: 
A 4  

25M 
26 E-1 
21 €4 WOirn 
28 
29 
M 



Pima Wilily Company 
Test Year Ended December31. M10 

Cost of Lmg Term Debt 

Exhi i  
schedule D Z  
Paw 1 
vuitnesr: Baurassa 

End ofpmjeckd Year End of Test Year Profom End ofTest Year 

Line mi Annual lnterert Weighled Amount Annual Interest Weighted Amount Annual Interest Weighkd 
No. DescriDtbn of Debt Cmdanding -1 && OutStandinq -1 && - Cost -a -I Ra(e GE! - 

1 
2 IDABonds-MarimpaCnly 6,125,000 471.380 7.696%' 7.696% 4.370.000 336.315 7.696% 4.018% 4.3mpoo 336,315 7.696% 4.018% 
3 Proposed LongtermDebl O.W% 4.0W.000 264.785 6.620%' 3.163% 4.OW.000 264.785 6.620% 3.163% 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 Totals 
14 
15 

17 €-I 
18 E-2 
19 Workpapers 
20 
21 
22 
23 
24 
2s 
28 
27 
28 
29 
30 

16 SUDDOrh3SChdUleS: 

' Effedve intarest rate using Effedive IntereslMethod br amollizahg bond issuance w&. See wark papers 
E M v e  interest rate using Effedive Interest Melhod br amolliza6q bond issuance cosls. See bwrk papen 

7.162% - 7.182% S 8370.000 601.1W 
P _ L _ _ _ _ _  7.696% 5 8.370.000 601.100 -- S 6,125.wO 471.380 



Line - No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Pima Utility Company 
Test Year Ended December 31,2010 

Cost of Preferred Stock 

Exhibit 
Schedule D-3 
Page 1 
Witness Bowassa 

End of Test Year End of Proiected Year 

Description Shares Dividend Shares Dividend 
of Issue Outstanding Amount Requirement Outstanding Amount Requirement 

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING 

SUPPORTING SCHEDULES: 
E-I 

RECAP SCHEDULES: 
D-I 



Pima Utility Company 
Test Year Ended December 31,2010 

Cost of Common Equity 

Exhibit 
Schedule 0-4 
Page 1 
Witness: Bourassa 

Line 
No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 SUPPORTING SCHEDULES: 

The Company is proposing a cost of common equity of 10.50% . 

18 E-I 
19 0-4.1 to D-4.16 
20 

RECAP SCHEDULES: 
D-I 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
20 
29 

Pima Utility Company 
Summary of Results 

Method 

Range DCF Constant Growth Estimates’ 

Range of CAPM Estimates’ 

Average of DCF and CAPM midpoint estimates 

Financial Risk Adjustment’ 

Small Company Risk Premium4 

Indicated Cost of Equity 

Recommended Cost of Equity 

’ See ScheduleD4-8 
See Schedule D4.12 

’ See ScheduleD4.16 
See testimony. 

Exhibit 
Schedule D4.1 

- Low t&tJ Midpoint 

9.2% 9.8% 9.5% 

10.0% 12.4% 11.2% 

9.6% 11.1% 10.3% 

-0.4% -0.4% -0.4% 

0.5% 1 .O% 0.8% 

9.7% 11.7% 10.7% 

10.5% 



Pima Utility Company 
Selected Characteristics of Sample Group of Water Utilities 

Line 
- No. 
1 
2 
3 ComDanv' 
4 1. American States 
5 2. Aqua America 
6 3. California Water 
7 4. Connecticut Water 
8 5. Middlesex 
9 6. SJWCorp. 
10 
11 Average 
12 
13 Pima Utility Company 
14 (as of December 31,2010) 
15 
16 
17 
1% 
19 
20 
21 
22 
23 
24 
25 

'AUS Utility Reports (July 2011). 

Operating Net 
% Water Revenues Plant 
Revenues {millions) lmillionsl 

73% $ 404.8 $ 868.0 
90% $ 736.9 $ 3.496.8 
95% $ 468.3 $ 1.308.4 
99% $ 70.3 $ 344.5 
90% $ 104.5 $ 402.4 
96% $ 218.9 $ 711.8 

92% s 334.0 s 1.188.7 

100% WaterEewer $ 2.0 $ 21.9 

Exhibit 
Schedule D-4.2 

S&P 
Bond 
Ratina 

A+ 
AA- 
AA- 
A 
A 
A 

NR 

Moody's 
Bond 
Ratina 

A2 
NR 
NR 
NR 
NR 
NR 

NR 

Allowed 
- ROE 

10.20 
10.33 
10.20 
9.75 
10.15 
10.20 

10.14 



Pima Utility Company 
Capital Structures 

Exhibit 
Schedule D-4.3 

- No. 
1 
n 
L 

3 Comoany 
4 1. American States 
5 2. Aqua America 
6 3. California Water 
7 4. Connecticut Water 
8 5. Middlesex 
9 6. SJWCorp. 
10 
11 Average 
12 
13 Pima Utility Company 
14 (Proforma) 
15 
16 
17 
la Adjusted Per Schedule D-1 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

2 

' Value Line Analyzer Data (Jul22. 201 1) 

Book Value' 
Long-Term Common 
- Debt 

44.3% 55.7% 
56.6% 43.4% 
52.4% 47.6% 
49.6% 50.4% 
43.5% 56.5% 
53.6% 46.4% 

50.0% 50.0% 

31.1% 68.9% 

Market Value' 
Long-Term Common 
- Debt 

31.7% 68.3% 
33.3% 66.7% 
37.5% 62.5% 
32.8% 67.2% 
31.3% 68.7% 
39.6% 60.4% 

34.4% 65.6% 

NIA NIA 



Line 
- No. 
I 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Pima Utilily Company 
Comparisons of Past and Future Estimates of Growth 

Five-vear historical averaqe annual chanqes 
Book Average 

ComDany price’ Value2 - E P 2  - DPS‘ Coll-4 
1. American States 4.19% 5.00% 11.50% 2.50% 6.90% 
2. Aqua America NMF 7.00% 4.50% 8.00% 6.50% 
3. California Water 1.41% 5.50% 6.50% 1 .OOYo 3.60% 
4. Connecticut Water 5.97% 3.00% 1 5.0% 1 .SO% 2.99% 
5. Middlesex 4.69% 5.50’Xo 4.50% 1 .SO% 4.05% 
6. SJWCorp. 1.57% 6.50% NM 5.50% 4.52% 

Average 
Future 

Growth’ 
4.67% 
7.13% 
6.67% 
3.50% 
3.00% 
9.75% 

GROUP AVERAGE 3.56% 5.42% 5.70% 3.33% 4.76% 5.78% 
GROUP MEDIAN 4.19% 5.50% 4.50% 2.00% 4.28% 5.67% 

’ Average of changes in annual stock prices ending on December 31 through 2010. Data from Yahoo Finance webske. 
Value Line Analyzer Data. July 22, 201 1 
See Schedule D-4.6. 

Exhibit 
Schedule D4.4 

171 
Average of 
Future and 
Historical 
Growth 

5.78% 
6.81% 
5.13% 
3.25% 
3.52% 
7.14% 

5.27% 
5.46% 

29 



Line 
- No. 
1 
2 

3 
4 
5 
6 
7 
8 
9 
10 
I1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Pima Utility Company 
Comparisons of Past and Future Estimates of Growth 

Comoany 
1. American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJWCorp. 

GROUP AVERAGE 
GROUP MEDIAN 

I11 i21 131 141 

Ten-year historical averaqe annual chanqes 
Book 

- Price' Value' Epsz 0p52 
5.75% 5.00% 4.50% 2.00% 
6.93% 9.00% 6.50% 7.50% 
5.91% 4.50% 3.00% 1.00% 
5.69% 4.00% 1.00% 1 SO% 
4.50% 4.50% 2.50% 2.00% 
4.37% 6.00% 2.00% 5.00% 

5.52% 5.50% 3.25% 3.17% 
5.72% 4.75% 2.75% 2.00% 

151 

Average 

4.31% 
7.48% 
3.60% 
3.05% 
3.37% 
4.34% 

4.36% 
3.96% 

[SI 

Average 
Future 

Growth' 
4.67% 
7.13% 
6.67% 
3.50% 
3.00% 
9.75% 

5.78% 
5.67% 

' Average of changes in annual stock prices ending December 31,2010. Data from Yahoo Finance website. 
'Value Line Analyzer Data,July 22. 2011 
'See Rejoinder Schedule D-4.6. 

Exhibit 
Schedule D4.5 

171 
Average of 
Future and 
Historical 
Growth 

4.49% 
7.30% 
5.13% 
3.27% 
3.19% 
7.05% 

5.07% 
4.81% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Pima Utility Company 
Analysts Forecasts of Earnings Per Share Growth 

Exhibit 
Schedule D4.6 

11 I 121 [31 141 [51 

ESTIMATES OF EARNINGS GROWTH 
Value 

Zacksl Morninqstar' Yahoo' Line' 
1. American States 3.00% 5.50% 5.50% 
2. Aqua America 6.50% 6.00% 6.00% 10.00% 
3. California Water 5.00% 9.00% 6.00% 

5. Middlesex 3.00% 3.00% 3.00% 3.00% 
6. SJWCorp. 14.00% 5.50% 

4. Connecticut Water 4.00% 3.00% 3.00% 4.00% 

Average 
Growth (G) 

4.67% 
7.13% 
6.67% 
3.50% 
3.00% 
9.75% 

(COlS 1-42 

GROUP AVERAGE 4.50% 4.00% 6.75% 5.67% 5.78% 
GROUP MEDIAN 5.67% 

' Data as of Jul22. 201 1 
* Where no data available or single estimate, average of other utilities assumed to estimate for utiliy. 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 

a 

i a  

Pima Utility Company 
Current Dividend Yields for Water Utility Sample Group 

Company 
1. American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJW Corp. 

Average 
Median 

Curent 
Stock 

Price (PA' 
$ 34.75 
$ 22.24 
$ 19.13 
$ 26.34 

$ 24.29 
$ 18.82 

Current 
Dividend (DJ' 

$ 0.63 
$ 1.23 
$ 0.94 
$ 0.73 
$ 0.69 

$ 1.08 

Current 
Dividend 

Yield (DJPA' 
3.11% 
2.83% 
6.43% 
3.55% 
3.88% 
z.a4% 

3.77% 
3.33% 

Exhibit 
Schedule D-4.7 

Average 
Annual 

Dividend 
Yield (DJPd" 

2.94% 
3.09% 

4.11% 
4.71% 
2.84% 

3.07% 

3.46% 
3.08% 

' Value Line Analyzer Data. Slodc prices as of July 22.201 1. 
'Average AnnualDividend is dividends declared per hare for a year divaed by the average a m a l  p r h  of the stodc in the same year, 
expressed as a percentage. FM mmparison purposes only. 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Pima Utility Company 
Discounted Cash Flow Analysis 

DCF Constant Growth 

Ill 

Average 

Dividend 
Yield (DdPd' 

spot 

DCF - Past and Future Growth 3.77% 

DCF - Future Growth 3.77% 

Average 3.77% 

Exhibit 
Schedule D4.8 

131 i21 i41 
Indicated 
cost of 

Expected Equity 

Yield (DIIPn)* Growth (41 ICok 2+3) 

Dividend k=Div Yld + Q 

3.97% 5.27% 9.2% 

3.99% 5.78% ' 9.8% 

3.980/0 5.53% 9.5% 

' Spot Dividend Yield = DR,. See Schedule D4.7. 
Expected Dividend Yield = D,lPo = DdPo * (l+g). 
Growth rate (9). Average of Past and Future Growth. See Schedule D4.4 .  column 7 
' Grwvth rate (9). Average of Analyst Estimates Future Growth. See Schedule 0-4.6. 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Pima Utility Company 
Market Betas 

ComDanK 
1. American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJWCorp. 

Average 

Exhibit 
Schedule D4.9 

Beta 
0.75 
0.65 
0.70 
0.80 
0.75 
0.90 

0.76 

' Value Line hvestment Analyzer data(July 22.201 1) 
Note: Beta is a relative measure of the histori i l  sensitivity of a stock's prke lo overal fludualions 
in the New Yolk Stock Exchange Composile hdex A Beta of 1.50 indicates a stock tends to rise 
(or fag) 50% more lhan the New York Stock Exchange Composite Index. The "@&a coefiidenr' is 
derked from a regression anabsis of the rehliinship belween weekb penenkage changes in the 
price of a stock and w d y  per-ge changes in the NYSE Index o m  a period of five years. In 
the case of shorter price histories. a smaler time p r o d  is used, but two years is the minimum. 
The Betas are adjlsted for heir long-term tendency10 converge Ward  1 .W. 



Pima Utility Company 
Forecasts of Long-Term Interest Rates 

201 1-201 2 

Current 
(Avg. May. 

June. Julv 201 11 - 2012 - 2013 

4.26% 5.20% ' 5.2% ' 
4.26% 5.10% 5.5% 

Line 
- No. 
1 
2 
3 
4 Description 
5 
6 Blue Chip Consensus Forecasts 
7 
8 Value Line 
9 
10 Average 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

' June 2M 1 BCle Chip f i d a l  Fuecasts msemus forecast of 30 Year U.S.Tfeasury 
Value tine Quarterly forecast. dated May 27.201 1. Long-term Treaswy 

Exhibit 
Schedule D4.10 

Averaae 

4.9% 

5.0% 

5.0% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 

Month 
Dec 2009 
Jan 201 0 
Feb 
Mar 
April 
May 
June 
July 
Aug 
Sept 
OCt 
Nov 
Dec 2010 
Jan 201 1 
Feb 
Mar 
April 

June 
July 201 1 

Recommended 

Short-term Trends 
Recent Twelve Months Avg 
Recent Nine Months Avg 
Recent Six Months Avg 
Recent Three Months Avg 

May 

Pima Utility Company 
Computation of Current Market Risk Premium 

Expected 
Dividend Dividend 

Yield (&/PA' Yield (D./P,)* + Gmwth hf 
2.04X 
2.12% 
2.09% 
1.92% 
1.82% 
2.01% 
2.21% 
2.10% 
2.18% 
2.12% 
2.03% 
1.94% 
1 .E63 
1 .82% 
1.91% 
1.87% 
1.83% 
1.95% 
1.97% 
2.23% 

1.96% 

1.98% 
1.93% 
1 .96% 
2.05% 

2.26% 
2.37% 
2.35W 
2.13% 
1.97% 
2.27% 
2.57% 
2.40% 
2.50% 
2.39% 
2.28% 
2.15% 
2.04% 
1.99% 
2.13% 
2.07% 
2.02% 
2.18% 
2.21% 
2.58% 

2.20% 

2.21% 
2.15% 
2.20% 
2.32% 

+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 

+ 

+ 
+ 
+ 
+ 

10.67K 
1 1.94% 
12.64% 
10.8546 
7.99% 
13.16Oh 
16.15% 
14.19% 
14.52% 
12.82% 
12.1 2% 
10.85% 
9.73% 
9.54% 
1 1.40% 
10.67K 
10.30% 
11.761 
12.11% 
15.51% 

11.96% 

11.78% 
11.32% 
1 1.96% 
13.1 3% 

Expected 
Market 

Retum (k) 
12.93% 
14.31% 
14.99% 
12.981 
9.96% 
15.43% 
18.72% 
16.59% 
17.02% 
15.21% 
14.40% 
13.000h 
1 1.77% 
11.53% 
13.53% 
12.74% 
12.32X 
13.94% 
14.32% 
18.09% 

14.15% 

13.99% 
13.47% 
14.15% 
15.45% 

Monthly Average 
30 Year 

Treasuw Rate* 
4.35% 
4.48% 
4.48% 
4.48% 
4.69% 
4.29% 
4.13% 
3.99% 
3.80% 
3.77% 
3.87% 
4.19% 
4.42% 
4.52% 
4.65% 
4.51% 
4.50% 
4.29X 
4.23% 
4.27% 

4.41% 

4.25% 
4.40% 
4.41% 
4.26% 

Exhibit 
Schedule D4.11 

Market 
Risk 

= PremiumlMRP) 
- 8.58% 
- 9.83% 
- 10.51% 
- 8.50% 
- 5.27% 
- 11.14% 

14.59% - 12.60% 
13.22X 

- 1 1.44% 
- 10.53% 
- 8.81% 
- 7.35% 
- 7.01% 
- 8.68% 
- 8.23% 
- 7.82% 
- 9.65% 
- 10.09% 
- 13.82% 

- 9.75% 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 

- 

- - 9.74% 
- 9.07% 
- 9.75?4 
- 11.18% 

- 
- 
- 

' Average Current Dividend Yield (&Po) of dividend paying stocks. Data frwn Value Line Investment Analyzer Software Data - Value Line 1700 Stocks 
Expected Dividend Yield (D,/Po) equals average current dividend yield (DOPO) times one plus growth rate(g). 
Median 5 5  year price appreciation (annualized). Data from Value Line Investment Analyzer Software Data - Value Line 1700 Stocks 
' Monthly average 30 year US. Treasury. Federal ReSeNe. 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Pima Utility Company 
Capital Asset Pricing Model (CAPM) 

Exhibit 
Schedule 04.12 

Historical Market Risk Premium CAPM 

Current Market Risk Premium CAPM 

Average 

- - Rf' + beta' x Rp k 

5.0% + 0.76 x 6.7% ' = 10.0% 

5.0% + 0.76 X 9.7% ' = 12.4% 

11.2% 

' Forecasts 01 long-term lreasuryyields. See schedule D-4.10. 
Value Line hveslmea Anatyzer dab. See Schedule D4.9. 
' H i o r i l  Market Risk Premium from (Rp) MorningStar SBBl2011 Valuation Yearbook TaMe A-1 Locg-Horeon ERP 1926-2010 
' Computed using DCF conslant growth mehod lo determine current market return onvalue Line 1700 st&s 

and CAPM wivl beta of 1.010 CMnprte Current Market R&k Premium (Rp). See schedule Cl4.11. 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

CAPM 

Historical Market Risk Premium 
Current Market Risk Premium 

Average 

- 

Pima Utility Company 
Financial Risk Computation 

CAPM Relevered Beta 

Historical Market Risk Premium 
Current Market Risk Premium 

Average 

Financial Risk Adjustment 

Exhibit 
Schedule D4.13 

+ k - Rf e x m  - 
5.0% + 0.76 x 6.7% ' = 10.0% 
5.0% + 0.76 x 9.7% ' = 12.4% 

11.2% 

+ k - Rf e x m  - 
5.0% + 0.71 x 6.7% = 9.7% 
5.0% ' + 0.71 x 9.7% ' = 11.9% 

10.8% 

-0.4% 

' Forecast of long-term treasury yields. Sea Schedule D4.10 
Vatw Line hvestmd Anatyzer dab. See Schedule D4.9 
' Historical Market Risk Premium from (Rp) bbmhgstar sBBl2011 Vahation Yearbook Table A-1 Long-Horeon ERP 19262010 
' Computed using DCF anstant grow%? method to determine currert market return on Mlw Lm 1700 stocks 

and CAW with beta of 1 .O to compte Current Market Risk Premium (Rp). See Schedule D4.11 

Relevered bala fwnd on Schedule D4.15 



Line 
No. 
1 
2 
3 
4 
5 1. 
6 2. 
7 3. 
8 4. 
9 5. 
10 6. 
11 
12 
13 
14 
15 
16 
17 
10 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

- 

ComDany 
American States 
Aqua America 
California Water 
Connecticut Water 
Middlesex 
SJW Corp. 

Sample Water Utilitie 

VL 
Beta 

0.75 
0.65 
0.70 
0.80 
0.75 
0.90 

m: 

0.76 

Pima Utility Company 
Financial Risk Computation 

Unlevered Beta 

Raw 
Beta 

Raw 0,’ 
0.63 
0.48 
0.55 
0.70 
0.63 
0.85 

0.64 

l a x  
Rate 
- 1’ 

43.2% 
39.2% 
39.5% 
35.2% 
32.1% 
38.8% 

38.0% 

MV 
Debt - D‘ 
31.7% 
33.3% 
37.5% 
32.8% 
31.3% 
39.6% 

34.4% 

MV 
Equity 
- E4 

68.3% 
66.7% 
62.5% 
67.2% 
68.7% 
60.4% 

65.6% 

Exhibit 
Schedule D-4.14 

Unlevered 
Raw Beta 

0.50 
0.37 
0.40 
0.53 
0.48 
0.61 

a: 

0.48 

‘ Value Line Investment Analyzer data. See Schedule 04.13 
Value Line uses the historical data of the stock. but assumes that a sewrity’s beta moves toward the market average over time. The formula is as follows: 
Adjusted beta = .33 + (.67) Raw beta 
Raw Beta = (VL beta - .33)/(.67) 
’ Effedive tax rates for year ended December 31,2010. 
‘ See Schedule D4.3 

Raw 6. = Raw BL/ (1 + (1-I)WE) 



Pima Utility Company 
Financial Risk Computation 

Relevered Beta 

Exhibit 
Schedule D4.15 

Unlevered MV 
Raw Book 
Beta Debt a: - BD' 

MV 
Equity 
Capital 
- EC' 

0.48 18.9% 81.1% 

VL 
Adjusted 

Relevered Relevered 
Tax Raw Beta Beta 
Rate pRL=o (1+(1-t)BD/EC)) 3 3  + .67(Raw Beta) 

t' BPL &L 

24.45% 0.56 0.71 

Line 
- No. 

1 
2 
3 
4 
5 Pima Utility Company 
6 
7 
8 
9 
10 
11 
12 
13 ' Unlewered Betahom S M t A e  D4.14. 
14 * CaDital Slruclure of GnnDanv (Proiected) 

17 LonglermDebl $ 8,370) 1.00 '$ 8.370) 1 8 G %  

MV 15 BV MV - 
16 [in Thousands in Thousands % 

18 PrefemdSlock $ - 1.00 0.0% 
19 cwrmonslodc 
20 TolalCapilal 

$ 18.563 1.94 (a) 35.997 81.1% 
$ 26.933 $ 44.367 100.0% 

21 
27. 
23 
24 
25 
26 

(a) Current market-to-book nlio of sample water utilities. See work papen. 

' Current lax rate based on proposed lesl year ending 12/3112010. 



Line 
- NO. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 

Pima Utility Company 
size Premium' 

Mid-Cap Companies' 

Lw-cap ~ompanies' 

Mio-cap Companies' 

D e c k  lo5 

Exhibit 
Schedule D4.16 

Risk 
Sue Premium 

Beta(B) Premiumfo r Small Water utilities' 

1.13 1 .eon 

1.26 1.64% 

1.51 3.00% 

1.64 4.74% 2.37% 

Risk 
Premium 

for Small Water Utiliiies 

Estimated Risk Premium for small water utilities' 0.99% 

' Data from Table 7-1 1 of Morningstar, lbbotson SBBf 201 1 Valualion Yearbook 

' Lw-Cap wmpanies indudes ccinpanies wilh market capitalization between $478 mi l l i i  and $1.776 million. 
' M i i a p  companies includes companies with market cap i ta l i i l i  less than $477 millii. 

M i i a p  companies indudes companies wah market capitalidon b e ~ ~ e e n  $1.779 miQicm and $6.794 million. 

Decii 10 indudes companies with market capitaliuaton between $1.2 million and $235 million. 
From Table 2. Thomas M. Zepp, "utility Stocks and the Sue Effed Revisited." The Quarterly Review 
dEconomics and Finance. 43 (2003). 578582. 
' Cornpuled as the weighted daferences behveen the M l e  10 risk premium and the indicated risk premiums 

Market Cap. Sue Difference Weighted 
for the sample water utlitis as shown bebw. ExcCldes risk due to dHerencas in M a .  

1MiAions) =m to Decile 10 Size Premium 
1. AmelicanStaler f 646 L e a p  1.76% 2.98% 0.1666667 0.50% 
2. Aquahmlica I 3.069 MidCap 1.10% 3.64% 0.1656667 0.61% 
3. Cafifomia Water 5 798 LwCap 1.76% 2.98% 0.1666667 0.50% 
4. Conmaiad Water f 229 Decile 10 4.78% -0.04% 0.1666667 -0.01% 
5. Middlesex f 294 MiaoGap 3.07% 1.67% 0.1666667 0.28% 
6. SJWCorp. f 452 LowCap 1.76% 2.98% 0.1666667 0.50% 

2.37% W i l e d  Size Premium br Small Companies 
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